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’XULQJ WKH ODVW GHFDGH HFRQRPLVWV DQG SROLF\PDNHUV DURXQG WKH ZRUOG KDYH FORVHO\
IROORZHGWKHHFRQRPLFVXFFHVVRIWKHFRXQWULHVLQ(DVWDQG6RXWKHDVW$VLD)URPWR
 WKHJURVVGRPHVWLFSURGXFWRI WKH FRXQWULHV LQ WKLV UHJLRQ JUHZDW WKH UDWH DW OHDVW
WZLFH DVKLJK DV WKH JURZWK UDWH LQ DQ\ RWKHU FRPSDUDEOH UHJLRQ LQ WKHZRUOG$IWHU WKH
HDUO\ VXFFHVV RI -DSDQPRVW RI WKH UHFHQW DFKLHYHPHQW FDQ EH DWWULEXWHG WR WKH JURZWK
SHUIRUPDQFHRI WKH IRXU WLJHUV†+RQJ.RQJ6LQJDSRUH6RXWK.RUHD DQG7DLZDQ†DQG
WKH WKUHH QHZO\ LQGXVWULDOL]HG FRXQWULHV RI 6RXWKHDVW $VLD†,QGRQHVLD 0DOD\VLD DQG
7KDLODQG,QWKHODVWWKUHHFRXQWULHVDYHUDJHLQFRPHPRUHWKDQTXDGUXSOHGGXULQJ–
DQG LQFRPH LQ6RXWK.RUHD URVH VHYHQIROG7KLV UHJLRQDWWUDFWHG DOPRVWKDOIRI WRWDO
SULYDWHFDSLWDOLQIORZVWRGHYHORSLQJFRXQWULHV†86ELOOLRQLQ
%HVLGHV JHQHUDWLQJ HFRQRPLF JURZWK WKHVH FRXQWULHV KDYH DOVR EHHQ VXFFHVVIXO LQ
LQFUHDVLQJ OLIH H[SHFWDQF\ H[WHQGLQJ HGXFDWLRQ DQG UHGXFLQJ SRYHUW\$ VHW RI FRPPRQ
IDFWRUV FDQ EH LGHQWLILHG DV WKH VRXUFH RI WKLV UHPDUNDEOH SHUIRUPDQFH 7KHVH LQFOXGH
RXWZDUGRULHQWHG PDUNHWIULHQGO\ JRYHUQPHQW SROLFLHV FRPSOHPHQWHG ZLWK
PDFURHFRQRPLF VWDELOLW\ DJULFXOWXUDO GHYHORSPHQW LQYHVWPHQW LQ KXPDQ UHVRXUFHV
PRELOL]DWLRQRIVDYLQJVKLJKUDWHVRISURGXFWLYHLQYHVWPHQWLQGXVWULDOSROLF\GHVLJQHGWR
FORVHWKHWHFKQRORJLFDOJDSDQGDVWURQJHPSKDVLVRQHJDOLWDULDQSROLFLHV
$JDLQVW WKLVEDFNJURXQG LW LVVDIHWRVD\WKDW WKHVFDOHDQGGHSWKRI WKH$VLDQHFRQRPLF
DQG ILQDQFLDO FULVLV LQVXUSULVHGHYHU\RQH7KHUHZHUH VRPH VFHSWLFDO HFRQRPLVWV
ZKR UHJDUGHG WKH FODLPVRI DQ$VLDQ HFRQRPLFPLUDFOH DVRYHUVWDWHG DUJXLQJ WKDW WKHVH
FRXQWULHV ZHUH ERXQG WR UXQ LQWR GLPLQLVKLQJ UHWXUQV HYHQWXDOO\ %XW QR RQH KDG
DQWLFLSDWHGWKHPDJQLWXGHRIHYHQWV ,QVWHDGRIDJUDGXDOVORZGRZQLQHFRQRPLFJURZWK
WKHVH FRXQWULHV H[SHULHQFHG WKH FROODSVH RI GRPHVWLF DVVHW PDUNHWV ZLGHVSUHDG EDQN
IDLOXUHVDQGEDQNUXSWFLHVRIEXVLQHVVILUPV
,QWKLVVWXG\3URIHVVRU$EGXU5&KRZGKXU\H[SODLQVZKDWOHGWRWKH$VLDQFULVLVDQGKRZ












7KH VWXG\ZDVZULWWHQZKLOH WKH DXWKRUZDV YLVLWLQJ818:,’(5 DV SDUW RI WKHPLQL
VDEEDWLFDO SURJUDPPH7KH DXWKRUZLVKHV WR WKDQN$QGUHD&RUQLD DQG0DWWL3RKMROD IRU
YDOXDEOH FRPPHQWV DQG VXJJHVWLRQV DQG /RUUDLQH 7HOIHU7DLYDLQHQ IRU DVVLVWDQFH LQ
SUHSDULQJ WKH PDQXVFULSW 7KDQNV DUH DOVR GXH WR WKH VWDII RI 818:,’(5 IRU WKHLU
JHQHURXVKRVSLWDOLW\GXULQJWKHDXWKRU
VVWD\LQ+HOVLQNL












VR PDQ\ \HDUV RI VXVWDLQHG HFRQRPLF SHUIRUPDQFH WKH REYLRXV TXHVWLRQ LV KRZ FRXOG
HYHQWVLQ$VLDXQIROGDVWKH\GLG"




7KH SDSHU VKRZV WKDW ZKDW OHG WR WKH FULVLV ZDV D IDWDO FRPELQDWLRQ RI VHYHUDO VHOI
UHLQIRUFLQJ IDFWRUV LQFOXGLQJ H[WHUQDO VHFWRU ZHDNQHVVHV IUDJLOLW\ LQ GRPHVWLF ILQDQFLDO
PDUNHWVGXHWRLQDGHTXDWHO\DGPLQLVWHUHG ILQDQFLDO OLEHUDOL]DWLRQ ORVVRIFRQILGHQFHDQG
VKRUWWHUPFDSLWDO IORZVPDWXULQJZLWKLQ OHVV WKDQ D \HDU DQG GHQRPLQDWHG LQ XQKHGJHG
GROODUV 6RPH RI WKHVH IDFWRUV ZHUH FRXQWU\VSHFLILF ZKLOH RWKHUV ZHUH FRPPRQ WR WKH
HQWLUHUHJLRQ
$VLD




7KHSDSHUGLVFXVVHV LPSRUWDQW OHVVRQV IURP WKH FULVLV 6RPH DUH SUHYHQWLYH GHVLJQHG WR
UHGXFHWKHSUREDELOLW\RIILQDQFLDOFULVLVLQWKHIXWXUHZKLOHRWKHUVDUHPRUHIXQGDPHQWDOLQ
QDWXUH
$IWHU WKH DQDO\VLV RIZKDWZHQWZURQJ DQGZKDWZH FDQ OHDUQ IURP WKH FULVLV FRPHV WKH
DQDO\VLV RI ZKDW KDSSHQV QH[W DV $VLDQ FRXQWULHV WU\ WR ILQG WKHLU ZD\ EDFN WR HFRQRPLF
VWDELOLW\ DQG JURZWK7KH UHFRYHU\ SURFHVV IRU WKHVH FRXQWULHV FDQ EH EURDGO\ GLYLGHG LQWR
WKUHHSKDVHV,QWKHILUVWSKDVHSROLFLHVGHVLJQHGWRDGGUHVVWKHFDXVHVRIWKHFULVLVQHHGWREH







DGYDQWDJH LQ GLVFXVVLQJ ZKDW PLJKW KDYH JRQH ZURQJ ZKDW FDQ EH GRQH WR IL[ WKH
LPPHGLDWHSUREOHPVDQGKRZVLPLODUFULVHVFDQEHSUHYHQWHGLQWKHIXWXUH6XFKDQRSHQ
GLVFXVVLRQZRXOG DVVLVW XV LQ FRQWLQXRXVO\ UHILQLQJ DQGPRGLI\LQJ RXU XQGHUVWDQGLQJ RI
HFRQRPLFDQGILQDQFLDOFULVLV
:KDW VWDUWHG LQ WKH VXPPHU RI  DV D UHJLRQDO HFRQRPLF DQG ILQDQFLDO FULVLV LQ (DVW
$VLD KDG GHYHORSHG LQWR D JOREDO ILQDQFLDO FULVLV ZLWKLQ WKH VSDQ RI D \HDU %\ $XJXVW
 -DSDQZDV LQ WKH JULS RI D VHULRXV UHFHVVLRQ ZLWK FRQFHUQV WKDW IDLOXUH WR SXUVXH
DGHTXDWHEDQNLQJDQGILQDQFLDOUHIRUPVPD\OHDGWRDIXUWKHUGHSUHFLDWLRQLQ\HQ5XVVLD
ZDV DOVR LQ VHULRXV HFRQRPLF WURXEOH IROORZLQJ WKH FROODSVH RI WKH UXEOH 7KH FULVLV LQ
5XVVLDOHGWRDUDSLGFRQWDJLRQLQ/DWLQ$PHULFDZLWKWKHFXUUHQFLHVLQ%UD]LO9HQH]XHOD
DQG VHYHUDO RWKHU FRXQWULHV FRPLQJ XQGHU VSHFXODWLYH SUHVVXUH 7KLV FRQWDJLRQ DOVR
DIIHFWHG WKH FDSLWDOPDUNHWV LQ WKH8QLWHG6WDWHV DQG(XURSH7KH ORVVHV VXIIHUHG E\ WKH
ILQDQFLDO LQVWLWXWLRQV LQ5XVVLDDQGHPHUJLQJPDUNHWV DQG WKHQHDU FROODSVHRI WKHKHGJH
IXQG/RQJ7HUP&DSLWDO0DQDJHPHQWOHGWRDVHYHUHOLTXLGLW\VTXHH]HLQWKH86FDSLWDO
PDUNHWV%\6HSWHPEHU WKH ULVNVRI D JOREDO UHFHVVLRQKDG VLJQLILFDQWO\ LQFUHDVHG




ACTUAL AND PROJECTED GROWTH RATES IN GDP
Percentage change in GDP
1996 1997 1998 1999 2000
World 2.9 3.2 2.6 3.1 3.2
High-income economies 2.5 2.8 2.4 2.6 2.7
Low- & middle-income economies
   East Asia & Pacific 8.6 7.8 5.7 6.3 6.7
      excluding China n.a. 4.0 0.7 3.1 4.3
   South Asia 6.5 5.6 5.8 6.1 6.3
   Europe & Central Asia -0.3 2.3 3.0 4.0 5.1
   Latin America, the Caribbean 3.4 4.8 2.7 3.7 3.8
   Middle East & North Africa 4.1 3.1 2.7 3.2 3.5
   Sub-Saharan Africa 3.8 3.4 3.4 4.5 4.5
Source: The World Bank.
Note: Figures for 1996 are actual while those for 1997 are estimates. Figures for the remaining years are
forecasts.





DQG LQPRVW UHJLRQV LQ  WKHQ WR EHJLQ UHFRYHULQJ LQ  VHH7DEOH (FRQRPLF
JURZWK LQ WKH8QLWHG 6WDWHV LV DOVR SURMHFWHG WR EH DERXW RQH SHUFHQWDJH SRLQW ORZHU LQ
DVDUHVXOWRIWKH$VLDQILQDQFLDOWXUEXOHQFH
TABLE 2
 AVERAGE ANNUAL PERCENTAGE GROWTH IN GDP
GDP growth rate
1996 GDP per




1994 1995 1996 1997
China 3,120 9.1 12.66 10.55 9.54 8.80
Hong Kong 25,400 7.5 5.51 3.85 5.03 5.29
Indonesia 4,280 6.8 7.54 8.22 7.98 4.65
Malaysia 9.703 7.4 9.24 9.46 8.58 7.81
Philippines  3,060 3.6 4.38 4.77 5.76 5.10
Singapore 25,650 8.2 10.05 8.75 7.32 7.55
South Korea  12,410 8.4 8.58 8.94 7.10 5.47
Taiwan 17,720  8.3 6.54 6.03 5.67 6.81
Thailand 8,370 7.5 8.94 8.84 5.52 -0.43




HYHU\RQH 2QH REYLRXV UHDVRQ IRU WKLV LV (DVW DQG 6RXWKHDVW $VLD
V WUDFN UHFRUG RI
HFRQRPLFVXFFHVV6LQFHWKHVQRRWKHUJURXSRIFRXQWULHVLQWKHZRUOGKDVSURGXFHG
PRUH UDSLG HFRQRPLF JURZWK RU VXFK D GUDPDWLF UHGXFWLRQ LQ SRYHUW\ ,Q ,QGRQHVLD




GDP PER PERSON (ANNUAL AVERAGE PERCENTAGE CHANGE, 1965-96)
East Asia 5.53





Source: The World Bank.




.UXJPDQ  <RXQJ  )UDQNHO DQG 5RVH  3DUN  .UXJPDQ 
VXJJHVWHG WKDW E\ WKH V WKH SDFH RI WKH UHJLRQ
V JURZWK ZDV OLNHO\ WR VORZ DV
GLPLQLVKLQJ UHWXUQV VHW LQ %XW LW ZRXOG EH IDLU WR VD\ WKDW HYHQ LQ HDUO\  QRERG\
VXVSHFWHG WKDW VXFK D FDODPLW\ ZDV UHPRWHO\ SRVVLEOH DOWKRXJK DOO RI ZKDW DUH QRZ
GHVFULEHGDVWKHIXQGDPHQWDOIODZVRIWKHVHHFRQRPLHVZHUHHYLGHQWHYHQWKHQ




$OWKRXJK WKH FDXVHV RI WKH $VLDQ FXUUHQF\ FULVLV DUH FRPSOH[ WZR PDMRU FRPSHWLQJ
K\SRWKHVHV DQG LQWHUSUHWDWLRQV KDYH HPHUJHG IURP UHFHQW DQDO\VHV RI WKH FULVLV 2Q RQH
KDQG 5DGHOHW DQG 6DFKV D DQG E KDYH SRLQWHG RXW WR VXGGHQ DQG PRVWO\
DUELWUDU\ VKLIWV LQPDUNHW H[SHFWDWLRQV DQG FRQILGHQFH LH ILQDQFLDO SDQLF DV WKHPDMRU
GHWHUPLQDQW RI WKH LQLWLDO ILQDQFLDO WXUPRLO $FFRUGLQJ WR WKLV YLHZ DOWKRXJK WKH
PDFURHFRQRPLFSHUIRUPDQFHRIVRPHRIWKHVHFRXQWULHVZHUHZHDNLQFHUWDLQVHFWRUVWKH
H[WHQWDQGGHSWKRIWKHFULVLVZDVFDXVHGE\WKHSDQLFRIORFDODQGIRUHLJQLQYHVWRUVDQGWKH
ZURQJSROLF\ UHVSRQVHRI WKH ,0) DQG RWKHU LQWHUQDWLRQDO ILQDQFLDO DJHQWV2Q WKH RWKHU
KDQGVHYHUDOVWXGLHV&RUVHWWLHWDO,0).UXJPDQDE1RODQG
DQG*ROGVWHLQKDYHEODPHGVWUXFWXUDOIDFWRUVIRUWULJJHULQJWKHFULVLV7KH\
DUJXHG WKDWDQXQVXVWDLQDEOHGHFOLQH LQPDFURHFRQRPLF IXQGDPHQWDOVZHDNQHVVHV LQ WKH
ILQDQFLDO V\VWHP FRXSOHG ZLWK SRRU HFRQRPLF SROLFLHV ZHUH DW WKH URRW RI WKH FULVLV
)LQDQFLDO ZHDNQHVVHV ZHUH FDXVHG ODUJHO\ E\ WKH ODFN RI LQFHQWLYHV IRU HIIHFWLYH ULVN
PDQDJHPHQW FUHDWHG E\ LPSOLFLW RU H[SOLFLW JRYHUQPHQW JXDUDQWHHV DJDLQVW IDLOXUH 7KH
FULVLV UHIOHFWHGH[FHVVLYH LQYHVWPHQW IXHOOHG ILUVWE\ LQWHUQDWLRQDO VSHFXODWLRQ WKDWGURYH
UHJLRQDODVVHWYDOXHV WRXQUHDOLVWLF OHYHOV DQGVHFRQGE\ DQ(DVW$VLDQYDULDQWRI FURQ\
FDSLWDOLVPWKDWGLUHFWHGLQYHVWPHQW WRXQSURGXFWLYHHQGV%URZQHHWDO.UXJPDQ
F
7KH GLVWLQFWLRQ EHWZHHQ WKHVH WZR FRPSHWLQJ K\SRWKHVHV LV LPSRUWDQW DV WKHLU SROLF\
LPSOLFDWLRQVYDU\JUHDWO\:DVWKH(DVW$VLDQFULVLVVRPHWKLQJWKDWZDVZDLWLQJWRKDSSHQ"
2U ZDV LW VRPHWKLQJ WKDW GLG QRW KDYH WR KDSSHQ" 7KH DQVZHUV WR WKHVH TXHVWLRQV DUH
FULWLFDOQRWRQO\LQGHWHUPLQLQJDQHIIHFWLYHUHVSRQVHEXWDOVRIRUHFRQRPLHVHOVHZKHUHWKDW
KDV HPEDUNHG RQ WKH SDWK WR ILQDQFLDO OLEHUDOL]DWLRQ 6KRXOG WKH VRXUFH RI WKH FULVLV EH
ILQDQFLDOSDQLFWKHDSSURSULDWHUHVSRQVHZRXOGEHWRLPSRVHYDULRXVVDIHJXDUGVLQFOXGLQJ
FHUWDLQ FRQWUROV RQ FDSLWDO PRYHPHQW +RZHYHU LI WKH FULVLV KDG EHHQ FDXVHG E\ ZHDN
HFRQRPLF IXQGDPHQWDOV WKHQ ILQGLQJ VROXWLRQV ZRXOG LQYROYH HFRQRPLF SROLWLFDO DQG
VRFLDOUHIRUPV
,QGHFLGLQJZKLFKH[SODQDWLRQLVPRUHUHOHYDQWIRUWKH$VLDQFDVHFHUWDLQLQFRQVLVWHQFLHV
EHWZHHQ WKHVH H[SODQDWLRQV DQG WKH UHDOLW\ PXVW EH SRLQWHG RXW )RU LQVWDQFH PDQ\
HFRQRPLF IXQGDPHQWDOV ZHUH LQFRPSDWLEOH ZLWK DQ LPSHQGLQJ FULVLV 7KH (DVW $VLDQ
HFRQRPLHV HQMR\HG ORZ LQIODWLRQ VWURQJ*’3 JURZWK KLJK LQYHVWPHQW UDWHV DQG ILVFDO
EDODQFH 2Q WKH RWKHU KDQG LQFRQVLVWHQFLHV DOVR H[LVW UHJDUGLQJ WKH ILQDQFLDO SDQLF
H[SODQDWLRQ7KHGUDPDWLFVKLIW LQ LQYHVWRUFRQILGHQFH UHTXLUHG LQ WKLVFDVH LVXQOLNHO\ WR
KDYHEHHQFRPSOHWHO\H[RJHQRXV(FRQRPLFIXQGDPHQWDOVPXVWKDYHSOD\HGDUROHLQWKH
LQYHVWRUV¶ GHFLVLRQPDNLQJ SURFHVV DV WKH\ NQHZ WKH HFRQRPLF VWDWXV RI WKHVH FRXQWULHV
SULRUWRWKHFULVLV
7KLV VWXG\ZLOO WDNH DQ LQWHUPHGLDWH YLHZ DQG DUJXH WKDW WKHVH WZR H[SODQDWLRQV DUH QRW
PXWXDOO\ H[FOXVLYH DQG ZKDW OHG WR WKLV FULVLV ZDV D IDWDO FRPELQDWLRQ RI VHYHUDO VHOI
UHLQIRUFLQJ IDFWRUV LQFOXGLQJ H[WHUQDO VHFWRU ZHDNQHVVHV IUDJLOLW\ LQ GRPHVWLF ILQDQFLDO
PDUNHWVGXHWRLQDGHTXDWHO\DGPLQLVWHUHG ILQDQFLDO OLEHUDOL]DWLRQ ORVVRIFRQILGHQFHDQG
VKRUWWHUPFDSLWDO IORZVPDWXULQJZLWKLQ OHVV WKDQ D \HDU DQG GHQRPLQDWHG LQ XQKHGJHG




FRRSHUDWLRQ RI JRYHUQPHQW DQG SULYDWH VHFWRU KLJK OHYHOV RI HGXFDWLRQ DQG H[SRUW
RULHQWHG JURZWK†KDG WUDQVIRUPHG WKHPVHOYHV IURP XQGHUGHYHORSHG VWDWHV WR LQGXVWULDO
JLDQWV+RQJ.RQJ ,QGRQHVLD0DOD\VLD6LQJDSRUH6RXWK.RUHD7DLZDQ DQG7KDLODQG
EHFDPH WKHPRGHO IRU RWKHU GHYHORSLQJ FRXQWULHV WR HPXODWH %XW ZKLOH WKH PRGHO ZDV
HIILFLHQW DW FDWFKLQJ WKH LQGXVWULDO JLDQWV LQ WKH:HVW LW DOVR OHG WR D ODUJH QXPEHU RI
ZHDNQHVVHV LQ WKHVH FRXQWULHV LQFOXGLQJ EXW QRW OLPLWHG WR ZHDNQHVV LQ FRUSRUDWH
JRYHUQDQFH DUUDQJHPHQW SRRU UHJXODWRU\ DQG VXSHUYLVRU\ DUUDQJHPHQWV LQ WKH ILQDQFLDO
VHFWRUSURSHQVLW\WRKLJKLQGHEWHGQHVVDQGRYHUOHYHUDJLQJLQWKHEXVLQHVVVHFWRUODFNRI
WUDQVSDUHQF\DWDOOOHYHOVHWF
+RZHYHU WKHVH GHILFLHQFLHV ZHUH SUHVHQW IRU PDQ\ \HDUV DQG GLG QRW SUHYHQW WKHVH
FRXQWULHV IURPDWWDLQLQJ WKHKLJK OHYHORIHFRQRPLFJURZWKVLQFH WKHV+HQFH WKH\
FDQQRW E\ WKHPVHOYHV H[SODLQ WKH FULVLV 6HYHUDO FRPPRQ PDFURHFRQRPLF SUREOHPV
DFURVVWKHUHJLRQFDQSURYLGHVRPHPLVVLQJSLHFHVRIWKHSX]]OH
)LUVW WKH KLJK OHYHO RI FRQWLQXHG JURZWK JDYH ULVH WR D VHQVH RI RSWLPLVP DERXW WKHVH
FRXQWULHV ,QYHVWRUV DEURDG FRQVLGHUHG WKHP WR EH ORZULVN ZHOOUXQ HFRQRPLHV ZLWK
VHQVLEOH JRYHUQPHQW EXGJHWV DQG SUHGLFWDEOH H[FKDQJH UDWH ULVNV $V ILQDQFLDO
OLEHUDOL]DWLRQRSHQHGXS WKHVHPDUNHWV WR IRUHLJQ LQYHVWRUV D UDSLGJURZWKRIQHWFDSLWDO
LQIORZVWRRNSODFH7KLVOHGWRREYLRXVRYHUKHDWLQJLQVRPHHFRQRPLHVDVUHIOHFWHGLQWKHLU
ODUJH FXUUHQW DFFRXQW GHILFLWV 0RUHRYHU PRVW RI WKH FDSLWDO LQIORZV ZHUH VKRUWWHUP
XQKHGJHGKLJKO\OHYHUDJHGDQGGHQRPLQDWHGLQIRUHLJQFXUUHQFLHV’XHWROD[UHJXODWRU\
SUDFWLFHVLQWKHILQDQFLDOVHFWRUVLQWKHVHFRXQWULHVWKHFDSLWDOLQIORZZDVXVHGPRVWO\WR






6HFRQG WKHFRXQWULHV LQWKLVUHJLRQ IRUDOOSUDFWLFDOSXUSRVHVSHJJHG WKHLUFXUUHQFLHV WR
WKH86GROODU,QQRPLQDOWHUPVWKHFXUUHQFLHVZHUHUHDVRQDEO\VWDEOH+RZHYHUWKHULVN
RI RYHUKHDWLQJ GXH WR WKH FDSLWDO LQIORZ LQ WKH HDUO\ V UDLVHG TXHVWLRQV DERXW WKH
VXVWDLQDELOLW\ RI WKH H[FKDQJH UDWH SROLF\ 6WDUWLQJ LQPLG  WKH GROODU URVH VKDUSO\
DJDLQVWWKH\HQ*LYHQWKDW-DSDQLVRQHRIWKHUHJLRQ
VPDMRUH[SRUWGHVWLQDWLRQVDQGDOVR
KRPH RI NH\ FRPSHWLWRUV DQG LQYHVWRUV WKH UHJLRQ H[SHULHQFHG DQ HURVLRQ RI
FRPSHWLWLYHQHVVLQWKHLQWHUQDWLRQDOPDUNHW7KHULVLQJORZFRVWH[SRUWIURP&KLQDDQGWKH
HPHUJLQJERWWOHQHFNV LQ ODERXUPDUNHWV UHVXOWLQJ LQKLJK UHDOZDJHV LQ VHYHUDO FRXQWULHV
DOVRUHGXFHGFRPSHWLWLYHQHVV
7KLUGWKHUHJLRQJRWFDXJKWXSLQWKHJOREDOZDYHRIILQDQFLDOOLEHUDOL]DWLRQ+RZHYHULQ
PRUHFDVHV WKDQQRW LWKDGQRWEHHQVXSSRUWHGE\ DGHTXDWHPDFURHFRQRPLFSROLFLHVDQG
VWUXFWXUDOUHIRUPV/LEHUDOL]DWLRQPHDVXUHVZHUHRIWHQSDUWLDODQGLQFRKHUHQW)RUH[DPSOH
FDSLWDO DFFRXQW RSHQLQJ LQ D QXPEHU RI FRXQWULHV DOORZHG EDQNV EXW QRW EXVLQHVV
HQWHUSULVHVWRERUURZKHDYLO\LQLQWHUQDWLRQDOPDUNHWV7KLVOHGWRPRUHOLEHUDOPRYHPHQW
RIVKRUWWHUPWKDQ ORQJWHUPFDSLWDO2QFH WKHFULVLVEURNH WKLV WXUQHGRXW WREHDPDMRU
SUREOHP
)RXUWK QRQH RI WKH VWUXFWXUDO SUREOHPV GLVFXVVHG VR IDU FDQ H[SODLQ WKH VHYHULW\ RI WKH
FULVLV 7KHVH FRXQWULHV KDYH WKULYHG IRU \HDUV GHVSLWH ZHDN ILQDQFLDO V\VWHPV DQG
GHVWDELOL]LQJH[WHUQDOHYHQWVVXFKDVWKHRLOVKRFNVRIWKHVDQGWKHVRDULQJGROODURI
WKH HDUO\V$ELJSDUW RI WKH H[SODQDWLRQ IRU WKH VHYHULW\ RI WKH FULVLV OLHVZLWK WKH
ILFNOHQHVVRI H[WHUQDO LQYHVWRUVZKR ILUVWEHKDYHGDV LI WKHVH$VLDQ HFRQRPLHV FRXOGGR
QRWKLQJZURQJDQGVKRUWO\WKHUHDIWHUDVLIWKH\FRXOGGRQRWKLQJULJKW1HWSULYDWHFDSLWDO




 ([SHFWLQJPRUH LQFUHDVHV LQ WKH LQWHUHVW UDWH LQ WKH IXWXUH LQWHUQDWLRQDO LQYHVWRUV
UHDVVHVVHG WKHLU SURVSHFWV LQ VHYHUDO FRXQWULHV LQ WKH UHJLRQ HVSHFLDOO\ 7KDLODQG
5HDVVHVVPHQWRIJURZWKSURVSHFWVLQ7KDLODQGOHGWRDGHFOLQHLQVWRFNSULFHV$VLQYHVWRUV
ORRNHG IRU DOWHUQDWLYH LQYHVWPHQW LQVWUXPHQWV HVSHFLDOO\ LQ ERQGPDUNHWV WKH\ UHDOLVHG
WKDWWKH$VLDQERQGPDUNHWVZHUHWRRWKLQWRDEVRUEWKHLQFUHDVHGGHPDQG7KHUHVXOWLQJ






EXUGHQ LQ WHUPVRI ORFDOFXUUHQF\$V WKH IRUHLJQH[FKDQJH UHVHUYHGHSOHWHGTXLFNO\ WKH
%DQN RI 7KDLODQG ZDV IRUFHG WR IORDW WKH FXUUHQF\ RQ  -XO\ –WKLV OHG WR D ODUJH
GHFOLQHLQWKHYDOXHRIEDKW
7KHGHSUHFLDWLRQRIWKHEDKWFUHDWHGDGRPLQRHIIHFW$VIRUHLJQLQYHVWRUVUHDVVHVVHGWKHLU
SRUWIROLR FRPSRVLWLRQ WKH\ IRFXVHG DWWHQWLRQ RQ VHYHUDO RWKHU QHLJKERXULQJ FRXQWULHV
7KH\ IRXQG FRQGLWLRQV VLPLODU WR WKRVH LQ 7KDLODQG QRWDEO\ WKHLU PDFURHFRQRPLF
FRQGLWLRQVSUREOHPVLQWKHLUILQDQFLDOVHFWRUVSROLWLFDOXQFHUWDLQW\DQGWKHOHYHORIVKRUW




VSHFXODWLYH DWWDFNV RQ RWKHU FXUUHQFLHV LQ WKH UHJLRQ WKXV VKRZLQJ WKDW DQ H[SODQDWLRQ
EDVHGVROHO\RQZHDNHFRQRPLFIXQGDPHQWDOVLVQRWHQRXJKWRH[SODLQWKHFULVLV
,Q VHWWLQJ WKH VWDJH IRU WKH DQDO\VLV WKDW IROORZV 6HFWLRQ ,, EULHIO\ GHVFULEHV WKH SDVW
HFRQRPLFSHUIRUPDQFHRIWKHFRXQWULHVLQ(DVWDQG6RXWKHDVW$VLD6HFWLRQ,,,DQDO\VHVWKH









0RVW RI WKHVH DFKLHYHPHQWV FDQ EH DWWULEXWHG WR WKH JURZWK SHUIRUPDQFH RI WKH IRXU
WLJHUV†+RQJ .RQJ 6LQJDSRUH 6RXWK .RUHD DQG 7DLZDQ†DQG WKH WKUHH QHZO\
LQGXVWULDOL]HGFRXQWULHVRI6RXWKHDVW$VLD†,QGRQHVLD0DOD\VLDDQG7KDLODQG
7KHVH HFRQRPLHV VKDUHG VRPH FKDUDFWHULVWLFV WKDW KHOSHG LQ WKHLU VWHOODU JURZWK
SHUIRUPDQFH 7KHVH LQFOXGH EXW DUH QRW OLPLWHG WR PRUH UDSLG RXWSXW DQG SURGXFWLYLW\





FRXOG EH HPXODWHG LQ RWKHU GHYHORSLQJ FRXQWULHV 7KH:RUOG%DQN VWXG\ SRLQWHG WR WKH
XQXVXDOO\ VWDEOH PDFURHFRQRPLF SHUIRUPDQFH LQ WKHVH FRXQWULHV ZKLFK SURYLGHG WKH
QHFHVVDU\ VWUXFWXUH IRUSULYDWH LQYHVWPHQW VHH)LJXUHV DQG3ROLFLHV WR LQFUHDVH WKH
LQWHJULW\RIWKHEDQNLQJV\VWHPDQGPDNHLWPRUHDFFHVVLEOHWRQRQWUDGLWLRQDOVDYHUVUDLVHG
WKHOHYHOVRIILQDQFLDOVDYLQJV/DERXUIRUFHVNLOOVLPSURYHGGXHWRDQHGXFDWLRQSROLF\WKDW
IRFXVHG RQ SULPDU\ DQG VHFRQGDU\ HGXFDWLRQ ZKLOH DJULFXOWXUDO SROLFLHV HPSKDVL]HG
LQFUHDVHVLQSURGXFWLYLW\DQGOHVVUHOLDQFHRQDJULFXOWXUDOWD[HV0RUHRYHUSULFHGLVWRUWLRQV
ZHUH NHSWZLWKLQ D VPDOO UDQJH 7KHVH HFRQRPLF IXQGDPHQWDOVZHUH VXSSOHPHQWHGZLWK
VHOHFWLYHLQWHUYHQWLRQVE\WKHJRYHUQPHQWZKLFKWRRNPDQ\IRUPVVXFKDVPLOGUHSUHVVLRQ
RI LQWHUHVW UDWHV GLUHFWHG FUHGLW SURPRWLRQ RI VHOHFWLYH LQGXVWULHV DQG WUDGH SROLFLHV
IDYRXULQJPDQXIDFWXUHGH[SRUWV
,Q VKRUW WKH UHPDUNDEOH JURZWK UDWH LQ (DVW DQG 6RXWKHDVW $VLDQ HFRQRPLHV FDQ EH
DWWULEXWHG WR D VHW RI FRPPRQ IDFWRUV LQFOXGLQJ RXWZDUGRULHQWHG PDUNHWIULHQGO\
JRYHUQPHQW SROLFLHV FRPSOHPHQWHG ZLWK PDFURHFRQRPLF VWDELOLW\ DJULFXOWXUDO
GHYHORSPHQW LQYHVWPHQW LQ KXPDQ UHVRXUFHVPRELOL]DWLRQ RI VDYLQJV DQG KLJK UDWHV RI
SURGXFWLYHLQYHVWPHQW6WLJOLW](JJOHVWRQ
$Q LPSRUWDQW HOHPHQW LQ DQ\ VXFFHVVIXO H[SODQDWLRQ RI WKH $VLDQ FXUUHQF\ FULVLV PXVW
WKHUHIRUHEH DQDQVZHU WR WKHTXHVWLRQRIKRZD V\VWHP WKDWZRUNHG VRZHOO IRU VR ORQJ












DQGHDUO\V WKHLQFUHDVHLQ LQYHVWPHQWZDVILQDQFHGPRVWO\E\ LQFUHDVHV LQQDWLRQDO
VDYLQJV$OEDHWDO’XULQJWKHODVWIHZ\HDUVDPXFKODUJHUSRUWLRQRIWKHLQFUHDVH
LQ LQYHVWPHQW ZDV ILQDQFHG DEURDG +RZHYHU WKH DPRXQW RI SULYDWH FDSLWDO IORZ IDU
H[FHHGHG WKH DPRXQW RI IRUHLJQ VDYLQJV DEVRUEHG OHDGLQJ WR VLJQLILFDQW DFFXPXODWLRQ LQ




MAGNITUDE AND COMPOSITION OF CAPITAL INFLOWS, INVESTMENT, AND SAVINGS IN EAST ASIA
(AS A PERCENTAGE OF GDP)
1985–8 1989–92 1993–6
Net long-term capital flows 1.4 3.0 6.2
   net official flows 0.4  0.6 0.4
   net private flows 1.0  2.4 5.8
      bank lending 0.0  0.7 0.7
      portfolio bond 0.3  0.1 1.0
      FDI  0.7  1.3 3.0
      portfolio equity 0.0  0.2 1.1
IMF credit  -0.1  -0.1  0.0
Other private flows -0.4  -0.5 -1.9
of which: short-term debt 0.2   0.7 0.9
Investment  32.1  34.9 38.2
National savings 31.6  34.0 36.1
   private  24.5  28.3 30.2
   public 4.8  5.8  5.9
Current account deficit  0.2  0.8 1.9
Total capital inflows 0.6  1.9 3.9
Reserve accumulation  0.7  1.6 2.3
Source: World Bank; Alba et al. (1998).
FIGURE 1
GDP GROWTH AND ITS COMPONENTS
Source: Alba et al. (1998).

FIGURE 2
TRENDS OF MAJOR MACRO VARIABLES









UDWH7DEOHV  DQG UHSRUW WKH&XUUHQW$FFRXQW*’3 UDWLR DQG VHYHUDO RWKHU EDODQFH RI
SD\PHQWILJXUHVIRUDQXPEHURI$VLDQFRXQWULHVUHVSHFWLYHO\,Q7DEOHVHHDOVR)LJXUH
0DOD\VLDDQG7KDLODQGVKRZDVLJQLILFDQWGHILFLWLQWKHLUFXUUHQWDFFRXQW,Q0DOD\VLD
WKHDYHUDJHGHILFLW LVDERXWSHUFHQWRI*’3GXULQJ–ZKLOH WKHUDWLRQHYHU IDOOV
EHORZSHUFHQWLQ7KDLODQGVLQFH7KH3KLOLSSLQHVDOVRVKRZDKLJKFXUUHQWDFFRXQW
GHILFLW $OWKRXJK ,QGRQHVLD VWDUWHG WKH GHFDGH ZLWK D UHODWLYHO\ KLJK FXUUHQW DFFRXQW
GHILFLW WKH VLWXDWLRQ LPSURYHG GXULQJ – EHIRUH ZRUVHQLQJ IXUWKHU .RUHD
V GHILFLW
WKRXJKORZLQWKHHDUO\\HDUVVKRZVVLJQVRIDVKDUSLQFUHDVHDIWHU+RZHYHU LW LV
QRZKHUH FORVH WR WKH SURQRXQFHG GHILFLW SUREOHP IRXQG LQ WKH IRXU FRXQWULHV GLVFXVVHG
HDUOLHU ,QFRQWUDVW WZRRWKHUFRXQWULHV UHSRUWHG LQ WKH7DEOH+RQJ.RQJDQG6LQJDSRUH
VKRZ D SHUVLVWHQW KLJK VXUSOXV LQ WKHLU FXUUHQW DFFRXQW $OWKRXJK &KLQD H[SHULHQFHG D
VPDOO GHILFLW LQ  DQG  LWV FXUUHQW DFFRXQW KDV EHHQ LQ VXUSOXV IRUPRVW RI WKH
UHPDLQLQJSHULRG+RZHYHUWKHVXUSOXVGHFOLQHGRYHUWKH\HDUV
TABLE 5
CURRENT ACCOUNT (AS A PERCENTAGE OF GDP)
1990 1991 1992 1993 1994 1995 1996 1997
China 3.09 3.27 1.33 -1.93  1.28 0.25 0.34
Hong Kong  8.40 6.58 5.26 8.14  1.98 -2.21 0.58
Indonesia -2.82 -3.65 -2.17 -1.33 -1.58 -3.18 -3.37 -2.2
Malaysia -2.03 -8.69 -3.74 -4.66 -6.24 -8.43 -4.89 -4.9
Philipp. -6.08 -2.28 -1.89 -5.55 -4.60 -2.67 -4.77 -5.2
Singapore  8.33 11.29 11.38 7.57 16.12 16.81 15.65 15.4
S. Korea -0.69 -2.83 -1.28 0.30 -1.02 -1.86 -4.75 -1.9
Thailand -8.50 -7.71 -5.66 -5.08 -5.60 -8.06 -8.10 -1.9
Source: International Financial Statistics, February 1998. Figures for 1997 are from J. P. Morgan (brokerage
firm).





BALANCE OF PAYMENTS 1985-96 (AS A PERCENTAGE OF GDP)
Current Account Balance of Trade Exports Imports
Indonesia
   1985-89 -2.5 6.0  21.9 -15.9
   1990-96 -2.5 4.5 24.2 -19.7
Malaysia
   1985-89 2.4 13.6  56.1 -42.5
   1990-96 -5.6 3.2  73.2 -70.0
Philippines
   1985-89 -0.5 -2.9 17.1 -20.0
   1990-96 -3.3 -8.7 17.4 -26.1
South Korea
   1985-89 4.3 3.5 30.7 -27.2
   1990-96 -1.7 -1.2 25.0 -26.2
Thailand
   1985-89 -2.0 -2.2 22.9 -25.1
   1990-96 -6.8 -4.7 29.6 -34.3
Source: Radelet and Sachs (1998), Table 9.









GROODU ZDV JLYHQ WKH PD[LPXP ZHLJKW 0DQ\ DQDO\VWV KDYH FKDUDFWHULVHG WKLV DV DQ
LPSOLFLW SHJ WR WKH 86 GROODU ([FKDQJH UDWHV ZHUH PDLQWDLQHG HLWKHU ZLWK YHU\ OLWWOH
YDULDWLRQ 0DOD\VLD 7KDLODQG WKH 3KLOLSSLQHV RU VPDOO SUHGLFWDEOH FKDQJHV ,QGRQHVLD
.RUHD
’DWDRQQRPLQDOH[FKDQJHUDWHV LQVHOHFWHG$VLDQFRXQWULHVDUHJLYHQLQ7DEOH’XULQJ










NOMINAL EXCHANGE RATE (IN TERMS OF THE US DOLLAR), PERIOD AVERAGE
1990 1991  1992 1993 1994 1995  1996 1997
China 4.8 5.3 5.5 5.8 8.6 8.4 8.3 8.3
Hong Kong 7.8 7.8 7.7 7.7 7.7 7.7 7.7 7.8
Indonesia 1843.0 1950.0 2030.0 2087.0 2161.0 2249.0 2342.0 2909.0
Malaysia 2.7 2.8 2.5 2.6 2.6 2.5 2.5 2.8
Philippines 24.3 27.6 25.5 27.1 26.4 25.7 26.2 29.5
Singapore 1.8 1.7 1.6 1.6 1.5 1.4 1.4 1.5
South Korea 708.0 733.0 781.0 803.0 803.0 771.0 805.0 951.0
Thailand 25.6 25.5 25.4 25.3 25.1 24.9 25.3 31.4
Source: International Financial Statistics, February 1998.
’XULQJ  DQG HDUO\  WKH 86 GROODU GHSUHFLDWHG LQ QRPLQDO WHUPV DJDLQVW WKH
-DSDQHVH \HQ DQG *HUPDQ PDUN $V D UHVXOW WKH (DVW $VLDQ FXUUHQFLHV JDLQHG




SDUWQHUV WKHVH FRXQWULHV VXIIHUHG VXEVWDQWLDO GHFOLQH LQ FRPSHWLWLYHQHVV ZLWK DGYHUVH
HIIHFWVRQQHWH[SRUWVDQGJURZWK7KHVHVZLQJVLQFRPSHWLWLYHQHVVDIIHFWHGQRWRQO\WKH
FXUUHQW DFFRXQWEXW DOVR WKH FDSLWDO DFFRXQW RI WKH EDODQFH RI SD\PHQWVPDLQO\ WKURXJK




PER CENT CHANGE IN THE CONSUMER PRICE INDEX
1991 1992 1993 1994 1995 1996 1997
China 3.5  6.3   14.6   24.2  16.9 8.3 2.8
Hong Kong 11.6   9.3  8.5   8.2 8.6 6.3 5.8
Indonesia  9.4   7.6  9.6   8.5 9.4 7.9 6.6
Malaysia  4.4   4.7  3.6   3.7 3.5 3.6 2.7
Philippines 18.7   8.9  7.6   9.1  8.1 8.4 5.0
South Korea  9.3   6.2  4.8   6.3  4.5 4.9 4.5
Thailand  5.7   4.1  3.4   5.1 5.8 5.8 5.6
USA  4.2   3.1  3.0   2.5 2.8 2.9 2.4
Source: International Financial Statistics, February 1998; Standard & Poor’s (rating agency) DRI.
7DEOH VKRZV WKH&3, LQIODWLRQ UDWHRYHU WKH–SHULRG IRU WKH8QLWHG6WDWHVDQGD
QXPEHURI$VLDQ FRXQWULHV$OWKRXJK WKH LQIODWLRQGLIIHUHQWLDO EHWZHHQ WKH8QLWHG6WDWHV
DQG PRVW RI WKH $VLDQ FRXQWULHV QDUURZHG VLQFH  WKH LQIODWLRQ UDWH UHPDLQHG




FRQVLGHUHG IRU WKLV VWXG\ RQO\ .RUHD VKRZHG D GHSUHFLDWLRQ LQ WKH UHDO H[FKDQJH UDWH

EHWZHHQ  DQG  8VLQJ  DV WKH EDVH \HDU WKH .RUHDQ ZRQ GHSUHFLDWHG E\
DERXW  SHU FHQW RYHU WKLV SHULRG2Q WKH RWKHU KDQG FXUUHQFLHV LQ WKH UHPDLQLQJ IRXU
FRXQWULHV DSSUHFLDWHG LQ UHDO WHUPV E\ YDU\LQJ DPRXQWV†IURP D ORZ RI  SHU FHQW LQ




(year end figure; average for year 1990 = 100)
1990 1991 1992 1993  1994 1995  1996 1997
Hong Kong  100  104   109  116  115  116 126 138
Indonesia  97  100   101  104  101  101 105 62
Malaysia  97  97   110  111  107  107 112 85
Philippines  92  103   107  97  112  110 116 91
Singapore  101  106   106  109  112   113 118 114
South Korea  97  92 88  85   85   88  87 59
Thailand  102  99   100  102   98  102 108 72
Source: J.P. Morgan.
,WLVLQWHUHVWLQJWRQRWHWKDWFRXQWULHVZKLFKWDUJHWHGH[FKDQJHUDWHVWDELOLW\†+RQJ.RQJ
0DOD\VLD WKH 3KLOLSSLQHV DQG 7KDLODQG†H[SHULHQFHG D KLJKHU GHJUHH RI UHDO FXUUHQF\
DSSUHFLDWLRQ WKDQ FRXQWULHV VXFK DV &KLQD RU .RUHD WKDW IROORZHG D UHODWLYHO\ IOH[LEOH
H[FKDQJHUDWHUHJLPH
2QH QRWHZRUWK\ FKDUDFWHULVWLF WKDW ZRXOG EH FOHDU IURP WKH 7DEOHV RQ FXUUHQW DFFRXQW
GHILFLW DQG UHDO H[FKDQJH UDWH LV WKDW FRXQWULHV ZLWK DQ RYHUYDOXHG FXUUHQF\ ZDV PRUH
OLNHO\ WR H[SHULHQFH DZRUVHQLQJRI WKHLU FXUUHQW DFFRXQW0DOD\VLD WKH3KLOLSSLQHV DQG
7KDLODQG H[SHULHQFHG WKH ODUJHVW DSSUHFLDWLRQ DV ZHOO DV WKH KLJKHVW FXUUHQW DFFRXQW
GHILFLWV2QWKHRWKHUKDQG&KLQDHQMR\HGDVXUSOXVLQLWVFXUUHQWDFFRXQWDORQJZLWKDUHDO
GHSUHFLDWLRQLQLWVFXUUHQF\&RUVHWWLHWDO





H[FHSW WKH 3KLOLSSLQHV ,Q IDFW WKH JURZWK UDWH EHFDPH QHJDWLYH LQ 7KDLODQG 2QO\ WKH
3KLOLSSLQHV UHSRUWHG DQ LQFUHDVLQJ WUHQG LQ H[SRUW HDUQLQJV 7KH IDOO LQ H[SRUWV FDQ EH
DWWULEXWHGWRDQXPEHURIIDFWRUV)LUVWWKHVORZGRZQRIWKH-DSDQHVHHFRQRP\LQWKHHDUO\
VOHGWRDGHFOLQHLQWKHGHPDQGIRUWKHLUJRRGVLQ-DSDQ6HFRQGDVGLVFXVVHGHDUOLHU
WKH DSSUHFLDWLRQ RI WKH GROODU VLQFH PLG  UHGXFHG WKH FRVWFRPSHWLWLYHQHVV RI WKHLU
H[SRUWVLQWKHLQWHUQDWLRQDOPDUNHW7KHHPHUJHQFHRIORZFRVWH[SRUWVIURP9LHWQDPDQG
6RXWK$VLDGLGQRWKHOSWKHVLWXDWLRQHLWKHU7KLUGDJOXWLQWKHJOREDOHOHFWURQLFVPDUNHW
UHVXOWHG LQDVKDUS IDOO LQH[SRUWSULFHVRISURGXFWV VXFKDV VHPLFRQGXFWRUV WKLVKDGD





GROWTH RATE OF EXPORTS
1991 1992 1993 1994 1995 1996
Indonesia 13.50 16.60 8.41  8.78 13.39 9.68
Malaysia 17.03 18.13 16.11  23.05 26.63 10.13
Philippines  7.99 11.13 15.79  18.53 29.40 32.90
South Korea 10.23 8.03 7.69  15.72 31.52 4.14
Thailand 23.77 13.70 13.39 22.20 24.66 -1.87
Source: International Financial Statistics, February 1998.
FIGURE 3
SHORT-TERM DEBT, JUNE 1997
(AS A PERCENTAGE OF TOTAL RESERVES)












PDUJLQH[FHHGLQJ WKDW IRUPDQ\RWKHUGHYHORSLQJFRXQWULHVDVVKRZQLQ WKH ILJXUH7KLV
KLJK UDWLR RI VKRUWWHUP GHEW WR OLTXLG IRUHLJQ H[FKDQJH UHVHUYHV PDGH WKHVH FRXQWULHV















































































,I WKHUH LVRQHVLQJOH IDFWRU WKDWFDQEHSLFNHGDVFRQWULEXWLQJ WR WKHYXOQHUDELOLW\RI WKH
(DVW$VLDQHFRQRPLHVLWKDVWREHWKHZHDNQHVVHVLQWKHLUILQDQFLDOV\VWHP&OHVVHQVDQG
*ODHVVQHU  ,QVXIILFLHQW FDSLWDO DGHTXDF\ UDWLRV LQDGHTXDWH OHJDO OHQGLQJ OLPLWV RQ
ERUURZHUV LQDGHTXDWH DVVHW FODVVLILFDWLRQ V\VWHPV DQG SRRU SURYLVLRQLQJ IRU SRVVLEOH
ORVVHV SRRU GLVFORVXUH DQG WUDQVSDUHQF\ RI EDQNLQJ LQVWLWXWLRQV ZHUH FRPPRQ
FKDUDFWHULVWLFVRIWKHILQDQFLDOV\VWHPLQPDQ\RIWKHVHFRXQWULHV$OEDHWDO
.DPLQVN\DQG5HLQKDUG DPRQJRWKHUV KDYH VXJJHVWHG WKDWEDODQFHRISD\PHQWV
FULVHV DUH KLJKO\ FRUUHODWHG ZLWK EDQNLQJ FULVHV†HYLGHQFH IURP WKH $VLDQ FRXQWULHV
VWURQJO\ VXSSRUWV WKHLU YLHZ 7KH ILQDQFLDO VHFWRU LQ WKHVH FRXQWULHVZHUH GHHSO\ IODZHG
GXHPDLQO\ WR EDGPDQDJHPHQW SRRU DFFRXQWLQJ UHJXODWRU\ DQG VXSHUYLVRU\ VWDQGDUGV




WKH ILQDQFLDO V\VWHP ZDV SROLWLFL]HG FDSLWDO ZDV FKDQQHOOHG WR SROLWLFDOO\ SUHIHUUHG
ERUURZHUV ZLWKRXW DQ\ FRQVLGHUDWLRQ RI WKHLU UHSD\LQJ FDSDELOLWLHV )LQDQFLDO GHFLVLRQV
ZHUH XQGXO\ LQIOXHQFHG E\ QRQHFRQRPLF FRQVLGHUDWLRQV JLYLQJ ULVH WR LQHYLWDEOH
FRUUXSWLRQ)LJXUH VKRZV WKH ILQDQFLDOZHDNQHVVHV LQ WKHVH HFRQRPLHV DVSHUFHLYHGE\
WKH PDUNHW LQ ODWH  &RXQWULHV YDULHG LQ WHUPV RI WKH SHUFHSWLRQ RI ILQDQFLDO























’XULQJ WKH HDUO\ V WKH FRXQWULHV LQ WKLV UHJLRQ JRW FDXJKW XS LQ D JOREDO ZDYH RI
ILQDQFLDOOLEHUDOL]DWLRQ/DZVUHVWULFWLQJFDSLWDOIORZVZHUHDEROLVKHG7D[LQFHQWLYHVZHUH
JLYHQWRRIIVKRUHERUURZLQJE\ILQDQFLDOLQWHUPHGLDULHV$ODUJHQXPEHURIEDQNDQGQRQ
EDQN ILQDQFLDO LQWHUPHGLDULHV VXFK DV WKH ILQDQFH FRPSDQLHV LQ7KDLODQGZHUH FUHDWHG
+RZHYHU WKH GHUHJXODWLRQ ZDV QRW GRQH LQ D SUXGHQW DQG SURSHUO\ VHTXHQFHG ZD\
&RQVHTXHQWO\UHJXODWRU\UXOHVDQGDJHQFLHVZHUHQRWFUHDWHGDWDIDVWHQRXJKSDFHLQRUGHU
WR VXSHUYLVH WKHVH ILQDQFLDO LQVWLWXWLRQV VHH7DEOH7KLV OHG WREDGPDQDJHPHQW DQG
OHQGLQJSUDFWLFHVDQGSRRUDFFRXQWLQJ,0)&ODHVVHQVDQG*ODHVVQHU
TABLE 11
BANK SYSTEM RISK EXPOSURE AND FINANCIAL INFRASTRUCTURE
Indonesia Korea Malaysia Philippines Thailand
A. Regulatory features
bank lending to connected firms  high high
government-directed bank lending  yes yes   yes  yes yes
bank deposit insurance none none none yes none
accounting standards weak weak weak weak
enforcement of existing regulations weak weak   weak  weak weak
B. Incentives for capital flows
short-term flows few few few free few
long-term flows limited limited promote promote promote
outflows free limited limited free limited
Sources: Folkerts-Landau et al. (1995); Reisen (1998).
6WLJOLW]  KDV VXJJHVWHG WKDW D FRPELQDWLRQ RI GHUHJXODWHG FDSLWDO DFFRXQWV DQG
GRPHVWLFXQGHUUHJXODWLRQRIWKHILQDQFLDOVHFWRUFDQEHDFDXVHRIYXOQHUDELOLW\WRH[WHUQDO
VKRFNV $Q DQDO\VLV RI WKH (DVW $VLDQ FRXQWULHV ZLOO VKRZ WKDW GRPHVWLF DQG H[WHUQDO
ILQDQFLDOOLEHUDOL]DWLRQKDGDWOHDVWWZRUHLQIRUFLQJHOHPHQWV)LUVWWKHUHZDVDQLQFUHDVHG
FRPSHWLWLRQZLWKLQ WKHEDQNLQJV\VWHPDVZHOO DVEHWZHHQEDQNVDQGQRQEDQN ILQDQFLDO
LQVWLWXWLRQV WKDW UHGXFHG WKH IUDQFKLVH YDOXH RI EDQNV DQG LQGXFHG WKHP WR SXUVXH ULVN\
LQYHVWPHQWVWUDWHJLHV6HFRQGEDQNVZHUHERUURZLQJKHDYLO\IURPIRUHLJQOHQGHUVRIWHQLQ
XQKHGJHG IRUHLJQ FXUUHQFLHV DQG WKURXJK VKRUWWHUP OHQGLQJ 7KH KLJK GRPHVWLF LQWHUHVW












DIFFERENTIALS BETWEEN DOMESTIC DEPOSIT RATES AND US LIBOR
Source: Alba et al. (1998).
7KHILQDQFLDOLQWHUPHGLDULHVFKDQQHOOHGWKLVPRQH\WRVSHFXODWLYHLQYHVWPHQWVDQGSURMHFWV
WKDWZHUH LI DW DOO PDUJLQDOO\ SURILWDEOH ,Q ,QGRQHVLD0DOD\VLD DQG 7KDLODQG D ODUJH
SURSRUWLRQRIWKLVPRQH\ZHQWWRUHDOHVWDWHVSHFXODWLRQ,Q6RXWK.RUHDRQWKHRWKHUKDQG
PDQ\EDQNVZHUHFRQWUROOHGE\ WKHFKDHEROVZKRFKDQQHOOHG WKLVPRQH\ WR ODUJH WUDGHG
VHFWRUFRQJORPHUDWHV
7DEOH  VKRZV VRPH UHYHDOLQJ ILJXUHV UHODWLQJ WR WKHVH EDQNLQJ SUDFWLFHV $ ODUJH
SURSRUWLRQRIWKHORDQVPDGHE\EDQNVDQGQRQEDQNILQDQFLDOLQVWLWXWLRQVZHUHRILQIHULRU
TXDOLW\ 7KH DPRXQW RI QRQSHUIRUPLQJ ORDQV DV D SHUFHQWDJH RI WRWDO ORDQV LQ WKHVH
FRXQWULHV JLYHV VRPH LQGLFDWLRQ RI WKH H[WHQW RI WKLV SUREOHP$OWKRXJK WKH UDWLR YDULHV
DFURVV FRXQWULHV LW LV VXEVWDQWLDOO\ KLJK LQ ,QGRQHVLD 0DOD\VLD 6RXWK .RUHD DQG
7KDLODQG†WKH FRXQWULHV KDUGHVW KLW E\ WKH FULVLV 7KH ODUJH DPRXQW RI QRQSHUIRUPLQJ




V RZQ HTXLW\ LQYHVWPHQWV %DQNV LQ 0DOD\VLD 6RXWK .RUHD DQG
7KDLODQGZHUHWKHKDUGHVWKLW$VWKH7DEOHLQGLFDWHVH[SRVXUHWRWKHULVNVLQYROYLQJWKH
SURSHUW\ VHFWRUZDV DOVR DPDMRU VRXUFH RI EDQN WURXEOHV )LQDOO\ WKH EDQNV LQ VRPHRI
WKHVHFRXQWULHVZHUHXQGHUFDSLWDOLVHG7KHFDSLWDODVVHWUDWLRLQ,QGRQHVLD0DOD\VLD6RXWK
.RUHDDQG7KDLODQGKRYHUHGDURXQGVLQJOHGLJLW$VWKLVUDWLRZDVOHVV WKDQ WKHVKDUHRI
QRQSHUIRUPLQJ ORDQV EDQN FDSLWDO KDG EHHQ SUDFWLFDOO\ ZLSHG RXW 2QO\ +RQJ .RQJ
6LQJDSRUHDQGWKH3KLOLSSLQHVGHPRQVWUDWHGDUHVSHFWDEOHFDSLWDODVVHWUDWLR
2QH RI WKH PDMRU EDUULHUV VWDQGLQJ LQ WKH ZD\ RI UHFRYHU\ IRU $VLD
V HFRQRPLHV LV WKH
DPRXQWRIEDGGHEWWRWDOOLQJDQHVWLPDWHG86WULOOLRQ7KHFRVWWRWKHHFRQRPLHVRIVXFK
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 
,QGRQHVLD .RUHD 0DOD\VLD 3KLOLSSLQHV 7KDLODQG

TABLE 12
BANKING RISKS AND RELATED COSTS
A. Evidence of banking risks in the region, % (end of 1997)
NPL Property Loans/ CAR
1997 1998 collateral
Hong Kong 1.5 3.0  40-55  50-70 15-20
Indonesia 11.0 20.0  25-30 80-100   8-10
Malaysia 7.5 15.0  30-40 80-100  8-14
Philippines 5.5 7.0  15-20 70-80   15-18
Singapore 2.0 3.5  30-40 70-80 18-22
South Korea 16.0 22.5  15-25 80-100  6-10
Thailand 15.0 25.0  30-40 80-100   6-10










Source: (A) J.P. Morgan; (B) The Wall Street Journal, 9 December 1998.
Notes: NPL =  non-performing loans as a percentage of total loans. Property = property-sector exposure as
a percentage of total loans. CAR = capital to asset ratio. *Resolution cost as a percentage of GDP. These
costs include direct costs to government as well as quasi-fiscal costs such as exchange rate subsidies, as
defined by the IMF. For the Southeast Asian countries, cost is calculated based on Barclays Forecasts for
1998 GDP. For the historical crisis costs, IMF calculations using GDP during restructuring period are used.
 ’HEWLQGLFDWRUV
&XUUHQW DFFRXQW GHILFLWV ZKLFK UHSUHVHQW WKH GLIIHUHQFH EHWZHHQ QDWLRQDO VDYLQJV DQG
LQYHVWPHQWDUHILQDQFHGE\HLWKHUDFDSLWDOLQIORZRUDFFXPXODWLRQRIGHEW&DSLWDOLQIORZ
LQ WKH IRUPRI IRUHLJQ GLUHFW LQYHVWPHQW LV VWULFWO\ QRQGHEW FUHDWLQJ2WKHUZLVH FXUUHQW
DFFRXQWGHILFLWOHDGWRDFFXPXODWLRQRIIRUHLJQGHEW7KLVPD\EHLQWKHIRUPRISXUFKDVLQJ
GRPHVWLF ERQGV DQG HTXLWLHV E\ IRUHLJQ QDWLRQDOV RU IRUHLJQ ERUURZLQJ E\ WKH GRPHVWLF
EDQNV ,Q WKH FDVH RI WKH $VLDQ FRXQWULHV IRUHLJQ ERUURZLQJ E\ WKH EDQNLQJ V\VWHP
ILQDQFHGWKHPDMRUSRUWLRQRIWKHFXUUHQWDFFRXQWGHILFLW
TABLE 13
STOCK OF DEBT TO FOREIGN PRIVATE CREDITORS, 1992–7
1992 1993 1994 1995  1996 Mid 1997
A.  Total debt (US$ billion)
Indonesia 28.4 30.5 34.2 44.5  55.5 58.7
Korea 38.7 41.2 56.5 77.5 100.0  103.4
Malaysia  8.5 13.0 13.5 16.8  22.2 28.8
Philippines  6.9  5.8  6.5  8.3  13.3 14.1




1992 1993 1994 1995  1996 Mid 1997
B.  Short-term debt (as percentage of total)
Indonesia 60.5 61.7 61.8 61.9  61.7 59.0
Korea 71.4 70.8 71.1 70.0 67.5  67.9
Malaysia 48.1 56.8 48.8 47.2  50.3 56.4
Philippines 45.7 40.8 47.4 48.8  58.2 58.8
Thailand 69.4 72.1 71.0 69.4  65.2 65.7
Source: Bank for International Settlements; Azizul Islam (1998).
TABLE 14
DEBT INDICATORS (PERCENTAGE)
1990 1991 1992 1993 1994 1995 1996
China
Total debt/exports 91.4  86.3 85.6  94.1  80.2 77.3 71.3
Total debt/GNP 15.6  16.0 17.3  19.9 18.6 17.2  16.0
debt service/exports 11.7  11.9 10.2  11.1 8.9 9.9  8.7
short-term debt/total debt 16.8  17.9 19.0  17.8 17.4 18.9  19.7
Indonesia
Total debt/exports 233.9 237.4 230.2 212.6 231.8 234.1 221.4
Total debt/GNP 64.0  64.9 66.2  58.7 63.3 64.6  59.7
debt service/exports 33.3  34.3 32.6  33.6 30.7 30.9  36.8
short-term debt/total debt 15.9  18.0 20.5  20.2 17.7 20.7  25.0
Malaysia
Total debt/exports 47.6  45.9 43.1 47.8 42.7 40.8  42.4
Total debt/GNP 40.1  40.7 36.8 43.8 43.6 42.5  42.1
Debt service/exports 10.2 7.6 9.2 8.6 9.3 7.8  8.2
Short-term debt/total debt 11.6 11.4 18.2 26.6 21.1 21.2  27.8
Philippines
Total debt/exports 230.4 219.4 187.1 187.3 163.4 118.5 97.6
Total debt/GNP 68.7  70.5 60.7 64.9 60.8 51.8  47.3
Debt service/exports 27.0 23.0 24.4 25.6 18.9 16.4 13.7
Short-term debt/total debt 11.5 13.3 13.3  14.0 14.3 13.4 19.3
South Korea*
Foreign debt/GDP 13.8  13.5 14.3 14.2 14.3
Debt service/exports 10.8   7.2 7.8 9.4 6.9
Short-term debt/total debt 30.9  28.2 27.0 25.9 25.5
Thailand
Total debt/exports 89.8 99.9 97.4 106.2 111.7 112.2 120.5
Total debt/GNP 33.2 39.0 38.3 43.1 46.8 50.4  50.3
Debt service/exports 16.9 13.0 13.8 13.7 13.5 11.6 11.5
Short-term debt/total debt 29.6  33.1 35.2  43.0 44.5 49.4 41.4
Source: The World Bank; Global Development Finance, 1998.
Note: *Figures for South Korea are taken from Corsetti et al. (1998).





EHFDXVH LQFDVHRID OLTXLGLW\FULVLV LQWHUQDWLRQDOUHVHUYHVPXVWEHHQRXJK WRFRYHUGHEW
VHUYLFH LQFOXGLQJ WKH UROORYHU RI VKRUWWHUP GHEW VHH 7DEOH  $PRQJ WKH FRXQWULHV
UHSRUWHG ,QGRQHVLD WKH 3KLOLSSLQHV DQG 7KDLODQG VKRZ DODUPLQJO\ KLJK UDWLR 2QO\ LQ
0DOD\VLD ZDV WKH UDWLR UHDVRQDEO\ ORZ 7KLV H[SODLQV ZK\ LQ WKH IDFH RI D UHYHUVDO LQ




1990 1991 1992 1993 1994 1995 1996 1997
China
   STD/RES 0.27 0.22  0.55 0.56  0.30 0.28 0.23
   STD+DS/RES 0.48 0.40  0.90 0.93  0.50 0.47 0.37
Indonesia
   STD/RES 1.29 1.38  1.57 1.44  1.46 1.74 1.66  1.70
   STD+DS/RES 2.44 2.49  2.66 2.56  2.54 2.85 2.76
Malaysia
   STD/RES 0.18 0.18  0.20 0.25  0.24 0.29 0.40  0.61
   STD+DS/RES 0.51 0.43  0.44 0.41  0.47 0.54 0.67
Philippines
   STD/RES 2.17 1.11  0.99 0.85  0.80 0.68 0.68  0.85
   STD+DS/RES 3.94 1.88  1.79  1.68  1.45 1.37 1.17
Thailand
   STD/RES 0.58 0.68  0.70 0.89  0.97 1.11 0.97  1.45
   STD+DS/RES 0.96 0.95  0.97 1.16  1.23 1.35 1.20
Source: The World bank: Global Development Finance,  Bank for International Settlement.
Note: STD = Short-term debt. RES = International reserve. DS = Debt service payments. For 1997, the
figures are for the month of June.
 1DWXUHRIFDSLWDOIORZ
7KH VXVWDLQDELOLW\ RI D FXUUHQW DFFRXQW GHILFLW LV GHWHUPLQHG LQ PDQ\ ZD\V E\ WKH
FRPSRVLWLRQRIFDSLWDOLQIORZ6KRUWWHUPFDSLWDOLQIORZVDUHPRUHYRODWLOHWKDQORQJWHUP
LQIORZV ZKLOH HTXLW\ LQIORZV DUH PRUH VWDEOH WKDQ GHEWFUHDWLQJ LQIORZV &RUVHWWL HW DO
+HQFH ORQJWHUP HTXLW\ LQYHVWPHQWV DUH SUHIHUDEOH IRU VXVWDLQLQJ FXUUHQW DFFRXQW
GHILFLWV
7DEOHVDQGUHSRUWWKHUHOHYDQWGDWDIRUWKHFRXQWULHVLQRXUVDPSOH7DEOHVKRZV
WKDW QHW H[WHUQDO ILQDQFLQJ LQ WKH ILYH FRXQWULHV DOPRVW GRXEOHG IURP  WR  ,Q
LWLQFUHDVHGE\PRUHWKDQSHUFHQW7KLVVKDUSLQFUHDVHLQFDSLWDOLQIORZLQWKHVH
ILYH FRXQWULHV FDQ EH DWWULEXWHG WR ERWK H[WHUQDO DV ZHOO DV LQWHUQDO IDFWRUV ([WHUQDOO\
OLEHUDOL]DWLRQLQWKHGHYHORSHGFDSLWDOPDUNHWVKHOSHGWKHIORZRIFDSLWDO WRWKHHPHUJLQJ
PDUNHWV LQJHQHUDODQG WKH$VLDQPDUNHWV LQSDUWLFXODU ,QQRYDWLRQVRIYDULRXV ILQDQFLDO
LQVWUXPHQWV DQG GHULYDWLYHV DOVR IDFLOLWDWHG DQ HDV\ IORZ RI IXQGV DFURVV FRXQWULHV ,Q






NET PRIVATE CAPITAL FLOWS IN THE FIVE COUNTRIES
(annual averages; per cent of GDP)
1975–82 1983–91 1992–96
Indonesia
net private capital flows 1.1  2.6 4.8
net direct investment  0.5 0.6   1.8
net portfolio investment 0.1  0.1 0.7
other net investment  0.5 1.9   2.3
short-term liabilities  -0.8 1.4 2.4
Korea
net private capital flows 5.7  -0.4 3.2
net direct investment  0.1 0.1 -0.3
net portfolio investment 0.1  0.3 2.4
other net investment  5.5 -0.8  1.1
short-term liabilities 3.6  0.6 2.7
Malaysia
net private capital flows 5.1  4.1 10.5
 net direct investment  3.7 3.6 6.5
 net portfolio investment -   -   -
 other net investment  1.4 0.5 3.5
short-term liabilities 0.8  0.5 3.5
Philippines
net private capital flows 5.5  -0.8 4.8
net direct investment  0.5 1.0 1.7
net portfolio investment 0.1  0.1 0.1
other net investment  5.0 -1.9 3.0
short-term liabilities 2.9  -2.0 2.3
Thailand
net private capital flows 4.0  5.7 8.8
net direct investment  0.4 1.3   1.0
net portfolio investment - 0.8 2.2
other net investment  3.5 3.6 5.7
short-term liabilities 1.7  2.8 4.7
Source: IMF (1998).
&RQFHQWUDWLQJRQWKHILJXUHVIRURQO\SHUFHQWRIWKHQHWSULYDWHFDSLWDOIORZFDPH




GLOHPPDV IRU SROLF\ PDQDJHPHQW DV WKH\ FDQ LQLWLDOO\ SXVK NH\ PDFURHFRQRPLF
YDULDEOHV†VXFK DV H[FKDQJH UDWHV DQG SULFHV RI DVVHWV OLNH SURSHUW\ DQG VKDUHV†DZD\






EXTERNAL FINANCING IN FIVE ASIAN ECONOMIES (IN US$ BILLION)
 1994 1995 1996 1997b 1998c
Current account balance -24.5  -41.4 -55.2  -27.1 30.6
External financing, net 45.2  84.6 95.2   18.1 25.9
Private flows, net 37.9  79.2 97.1  -11.9 -0.3
   equity investment 12.1  15.4 18.7   2.1 16.4
   direct equity  4.7   4.9  6.3   6.4 6.9
   portfolio equity  7.4  10.5 12.4   -4.3  9.5
   private creditors 25.8  63.8 78.4  -14.0 -16.8
   commercial banks 23.4  49.9 55.7  -26.9 -19.8
   non-bank private credit 2.4  13.8 22.7   12.9  3.0
Official flows, net  7.3 5.4 -1.9 30.0 26.2
   international finance institutions -0.4  -0.3 -2.0 22.5 23.2
   bilateral creditors  7.7 5.8  0.1 7.5  3.0
Resident lending/other, netd -15.2 -29.2 -21.6 -30.5 -4.6
Reserves excl. gold (- = increase) -5.4  -14.0 -18.4 39.5 -51.9
Memo: short-term credits, net  7.3  40.4 38.5  -41.7 42.8
Source: Institute of International Finance, April 30, 1998.
Note: a, the five countries are Indonesia, Malaysia, Philippines, South Korea, and Thailand; b, estimate; c,
forecast; d, including resident net lending, monetary gold, and errors and omissions.
&RPSDULQJ WKH IORZRIFDSLWDO LPPHGLDWHO\EHIRUHDQGDIWHU WKH FULVLV WKDW LV ILJXUHV IRU
DQGQHWSULYDWHLQIORZRISULYDWHFDSLWDOWRWKHILYH$VLDQFRXQWULHVGURSSHGE\




LQFUHDVH KDG D WUHPHQGRXV FRQWUDFWLRQDU\ LPSDFW RQ WKHVH ILYH FRXQWULHV E\ VHYHUHO\
UHVWULFWLQJGRPHVWLFEDQNFDSLWDODQGWKHUHE\EDQNOHQGLQJ7KHSUREOHPZDVH[DFHUEDWHG
E\WZRFKDUDFWHULVWLFVRIWKLVFDSLWDOIORZ†WKHVKRUWWHUPQDWXUHDQGWKHIRUHLJQFXUUHQF\
GHQRPLQDWLRQRI WKHGHEW7KHPDJQLWXGH RI VXFK UHYHUVDOZLWKLQ VXFK D VKRUW SHULRG RI
WLPHFDQQRWEHH[SODLQHGVROHO\E\WKHXQGHUO\LQJVWUXFWXUDOSUREOHPVLQWKHVHHFRQRPLHV
 :DVWKHUHDPRUDOKD]DUG"
7KHUH KDV EHHQ D VLJQLILFDQW DPRXQW RI GHEDWH RQ ZKHWKHU WKH VXGGHQ IOXVK RI FDSLWDO
LQIORZWRWKHVHFRXQWULHVZDVSDUWLDOO\GXHWRWKHSUHVHQFHRIDPRUDOKD]DUGRQWKHSDUWRI
WKH IRUHLJQ OHQGHUV 7R DQDO\VH WKLV LVVXH ZH FDQ ORRN DW WKH ILYH DIIHFWHG FRXQWULHV
,QGRQHVLD0DOD\VLDWKH3KLOLSSLQH6RXWK.RUHDDQG7KDLODQG%DQNOHQGLQJWRWKHVHILYH
FRXQWULHVURVHVKDUSO\DIWHUWKH0H[LFDQEDLORXW1HWQHZORDQVIURPEDQNVLQFUHDVHGIURP




%XW LW LV QRW DW DOO FOHDUZKHWKHU WKLV LQFUHDVH LQ FDSLWDO IORZ UHIOHFWV WKH H[SHFWDWLRQ RI
EDLORXWV RU D FRPELQDWLRQ RI DEXQGDQW OLTXLGLW\ KLJKHU UHWXUQ DQG WKH SHUFHSWLRQ WKDW
WKHVHZHUH DOOZHOO UXQ ORZULVN HFRQRPLHV$ ODUJH SRUWLRQ RI WKH LQYHVWPHQWVZHQW WR
DUHDVVXFKDVOHQGLQJWRFRPSDQLHVWKDWZHUHOHVVOLNHO\WREHEDLOHGRXW7KHIDFWWKDWVR
PXFK RI WKH FDSLWDO IORZLQJ WR WKHVH HFRQRPLHV ZDV LQ WKLV XQSURWHFWHG IRUP PD\ EH
HYLGHQFHWKDWPRUDOKD]DUGZDVQRWWKHGRPLQDQWUHDVRQIRUWKHLQFUHDVHLQFDSLWDOIORZV
,QDVWDWHPHQWEHIRUHWKH+RXVH&RPPLWWHHRQ%DQNLQJDQG)LQDQFLDO6HUYLFHVWKH)HGHUDO





VSUHDG WKH LQWHUHVW PDUJLQ RYHU ULVNOHVV 86 7UHDVXU\ ERQGV RI HPHUJLQJ PDUNHW GHEW
LQVWUXPHQWV ZLWK WKRVH RQ KLJK\LHOG 86 FRUSRUDWH ERQGV :KLOH ERWK W\SHV RI KLJK




EH LIPRUDOKD]DUGGLGQRWKDYH DQ LPSDFWEHIRUH WKH FULVLV LV LW SRVVLEOH WKDW LW KDG DQ
LPSDFWDIWHUWKHFULVLV"
7KH TXHVWLRQ ZKHWKHU ,0)VSRQVRUHG VDIHW\ QHWV HQFRXUDJHG UHFNOHVV EHKDYLRU E\
JRYHUQPHQWRIWKHERUURZLQJFRXQWULHVLVDOVRGRXEWIXO’HVSLWHUHVFXHSDFNDJHVFRXQWULHV
ZHUH DIIHFWHG )RU H[DPSOH UHFHQW -30RUJDQ HVWLPDWHV VKRZ WKDW IRU LQVWDQFH ERWK
.RUHD DQG ,QGRQHVLD DUH OLNHO\ WR H[SHULHQFH D GHFOLQH LQ GRPHVWLF GHPDQG LQ  E\
DERXWSHUFHQW ,I WKHUHZDVDQ\PRUDOKD]DUGSUREOHPLQ$VLD LWDURVHPDLQO\ LQ WKH
H[SHFWDWLRQRIEDLORXWVZLWKLQ WKHGRPHVWLF ILQDQFLDOV\VWHPV7KLVHQFRXUDJHGH[FHVVLYH
ERUURZLQJ E\ EDQNV ,I WKH ,0) FRQWULEXWHG WR WKLV SUREOHP LW ZDV PDLQO\ GXH WR WKH
H[SHFWDWLRQRI WKH LQYHVWRUV WKDW ,0)ZRXOGSURYLGH IRUHLJQ H[FKDQJH WR VHUYLFHGHEW WR
IRUHLJQEDQNV
$QRWKHUIDFWWKDWQHHGVWREHWDNHQLQWRDFFRXQW LV WKDW WKHH[SHFWDWLRQDQGPDJQLWXGHRI
,0) LQWHUYHQWLRQ YDULHV IURP RQH FRXQWU\ WR DQRWKHU )RU H[DPSOH LW LV XQUHDOLVWLF WR
DVVXPHWKDW7KDLODQGLVDVLPSRUWDQWWRWKH86DQG,0)DVVD\0H[LFR7KLVLVEHFDXVHRI
0H[LFR
V JHRJUDSKLFDO SUR[LPLW\ WR WKH 86 PDUNHWV DV ZHOO DV LW EHLQJ D PHPEHU RI





H[SHFWDWLRQ RI D ILQDQFLDO FULVLV LQ D VSHFLILF FRXQWU\ ZRXOG EH UHFRJQLVHG E\ WKHVH
DJHQFLHVDQGZRXOGOHDGWRDGHFOLQHLQLWVFUHGLWUDWLQJV7DEOHVKRZV0RRG\
VFUHGLW
UDWLQJ IRU WKH ILYH FRXQWULHV &RPSDULQJ WKH UDWLQJV IURP’HFHPEHU ZLWK WKRVH LQ
-XQH ZRXOG VKRZ WKDW QRQH RI WKH FRXQWULHV H[SHULHQFHG D GHFOLQH LQ WKHLU UDWLQJV
















MOODY'S LONG-TERM FOREIGN CURRENCY DEBT RATINGS, 1996–7
December 1996 June 1997 December 1997
Indonesia Baa3 Baa3 Baa3
Malaysia A1 A1 A1
Philippines Ba2 Ba1 Ba1
South Korea A1 A1 Baa2
Thailand A2 A2 Baa1
Source: J. P. Morgan.
Note: Moody's Rating System from highest to lowest:
Aaa, Aa1, Aa2, Aa3, A1, A2, A3, Baa1, Baa2, Baa3, Ba1, Ba2, Ba3.
7KLVVWXG\KDVVRIDUDUJXHG WKDWQRQHRI WKH IDFWRUVZKLFKKDYHEHHQSXW IRUZDUG LV LQ
LWVHOI DOO WKDW XQXVXDO RU VXIILFLHQW WR H[SODLQ WKH PDJQLWXGH RI WKH FULVLV ,W LV WKH





7KH ILUVW FDVXDOW\ RI WKH FXUUHQF\ FULVLVZDV7KDLODQGZKLFKZDV IRUFHG WR DEDQGRQ LWV
SHJJHGH[FKDQJHUDWH LQ-XO\+HQFHLWZRXOGEHQDWXUDO WRVWDUW WKLVVHFWLRQZLWKD
GLVFXVVLRQRIWKHLPPHGLDWHHYHQWVOHDGLQJWRWKHFULVLVLQ7KDLODQG
7KDLODQG ZLWK LWV OLEHUDO HQYLURQPHQW IRU LQYHVWRUV DQG DWWHPSW WR PDNH WKH H[SRUWLQJ
VHFWRU WKH HQJLQH RI HFRQRPLF GHYHORSPHQW ZDV ZLGHO\ UHJDUGHG DV D PRGHO IRU RWKHU
GHYHORSLQJ FRXQWULHV WR IROORZ 7KH 7KDL HFRQRP\ ZDV VXUJLQJ LQ SDUW EHFDXVH 7KDLV
FRXOG ERUURZ PRQH\ DW ORZHU LQWHUHVW UDWHV DEURDG LQ 86 GROODUV WKDQ LQ WKH GRPHVWLF
PDUNHWLQEDKW([SHFWLQJVWURQJHFRQRPLFJURZWKIRUHLJQOHQGHUVLQYHVWHGKHDYLO\LQWKH
FRXQWU\7KDLODQG
VGHEW WR IRUHLJQEDQNV MXPSHG IURP86ELOOLRQ LQ WR86
ELOOLRQE\-XQHWZRWKLUGVRIZKLFKKDGDPDWXULW\RIOHVVWKDQRQH\HDU
:LWK HYHUJUHDWHU DPRXQWV RI IRUHLJQ PRQH\ DW WKHLU GLVSRVDO 7KDL EDQNV DQG ILQDQFH
FRPSDQLHV OHQW JHQHURXVO\ 7KH\ ZHUH OHQGLQJ ORQJ ZKLOH ERUURZLQJ VKRUW *LYHQ WKH
VWDEOHH[FKDQJHUDWHEHWZHHQ7KDLEDKWDQG86GROODUVRPHFXVWRPHUVERUURZHGKHDYLO\
LQGROODUVZKLOHRWKHUVVTXDQGHUHGWKHORDQVRQFRPPHUFLDODQGUHVLGHQWLDOUHDOHVWDWH$
ODUJH DPRXQW RI ERUURZLQJ DOVR ZHQW LQWR IXQGLQJ SULYDWH FRQVXPSWLRQZLWKRXW HQRXJK
JRLQJLQWRFDSLWDOLQYHVWPHQWWRHQKDQFHSURGXFWLYLW\
7KH ILUVW ZDUQLQJ UHJDUGLQJ WKH XQVWDEOH YDOXH RI EDKW FDPH LQ ODWH  ([SRUWV WKH
RULJLQDOHQJLQHRIHFRQRPLFJURZWKEHJDQWRVWXPEOHGXHWRDUHFHVVLRQDU\WUHQGLQPDQ\
RIWKHGHYHORSHGFRXQWULHVDQGWKHUHVXOWLQJGHFOLQHLQWKHGHPDQGIRUH[SRUWJRRGV$WWKH
VDPH WLPH ULVLQJZDJH OHYHOV LQ 7KDLODQG OHG WR LQWHQVLILHG FRPSHWLWLRQZLWK ORZZDJH
FRXQWULHV VXFK DV &KLQD DQG 9LHWQDP 0RUHRYHU IURP PLG  WKH GROODU VWDUWHG WR
DSSUHFLDWHDJDLQVWWKH\HQ6LQFHWKH7KDLEDKWZDVHIIHFWLYHO\SHJJHGDJDLQVWWKHGROODULW
OHGWRDQLQFUHDVLQJORVVRIWUDGHFRPSHWLWLYHQHVVDQGH[SRUWVKDUHV
$ERRP LQ WKH ILQDQFLDO DQG UHDO HVWDWHPDUNHW FRQWLQXHG WR DWWUDFW IRUHLJQ FDSLWDO 7KLV
FDSLWDO PRVWO\ VKRUWWHUP PDGH WKH IXQGLQJ RI 7KDLODQG
V KXJH FXUUHQW DFFRXQW GHILFLW
SUHFDULRXV&XUUHQF\VSHFXODWRUVUHFRJQL]HGWKHVLWXDWLRQDQGPDGHWZRLQLWLDODWWDFNVRQ
WKH YDOXH RI EDKW LQ ODWH 7KH%DQNRI7KDLODQG FRQILGHQWO\ WROG LQYHVWRUV WKDW WKH
EDKW
VYDOXHZRXOG UHPDLQVWDEOHDQGZHUH VXFFHVVIXO LQ DW OHDVW WHPSRUDULO\ SUHVHUYLQJ
WKHFXUUHQF\YDOXH






+RZHYHU WKH GHDO EHJDQ WR XQUDYHO LQ WKH FRPLQJ PRQWKV GXH WR H[WHQVLYH SUREOHPV
ZLWKLQ )LQDQFH 2QH 1HDUO\  SHU FHQW RI LWV ORDQV ZHUH LQ WKUHH DUHDV WKHVH EHLQJ

SURSHUW\KLUHSXUFKDVHDQGVWRFNPDUJLQOHQGLQJ:LWKDVORZLQJGRZQRI WKHHFRQRP\
DQG KLJKHU LQWHUHVW UDWHV )LQDQFH 2QH
V QRQSHUIRUPLQJ ORDQV GRXEOHG LQ  WKHQ
GRXEOHG DJDLQ GXULQJ WKH ILUVW WKUHHPRQWKV LQ  )LQDQFH 2QH DOVR KHOG VXEVWDQWLDO
VWDNHV LQ VHYHUDO VPDOOHU ILQDQFH DQG VHFXULWLHV FRPSDQLHVZKLFK WKHPVHOYHVZHUHPRUH
YXOQHUDEOHWRWKHKLJKHULQWHUHVWUDWHVDQGIDOOLQJVWRFNSULFHV1RWVXUSULVLQJO\’DQX%DQN
UHIXVHGWRFRQWLQXHZLWKWKHPHUJHU
,Q WKH PHDQWLPH WKH %DQN RI 7KDLODQG KDG ORFNHG XS PRVW RI WKH FRXQWU\
V IRUHLJQ
H[FKDQJH UHVHUYHV LQ IRUZDUG FRQWUDFWV ,Q DGGLWLRQ WKH FHQWUDO EDQN
V )LQDQFLDO
,QVWLWXWLRQV’HYHORSPHQW)XQG ),’)KDG OHQWRYHU86ELOOLRQ WR VWUXJJOLQJ ILQDQFLDO
LQVWLWXWLRQVLQFOXGLQJ)LQDQFH2QH7KLVOHQGLQJKDGHIIHFWLYHO\GUDLQHGWKHILVFDOVXUSOXV
RI WKH7KDLJRYHUQPHQWEXLOWRYHU WKHSUHYLRXVGHFDGH7KH%DQNKDG WRSULQWPRQH\ WR
FRYHUJRYHUQPHQWH[SHQGLWXUHV
,Q ODWH-XQH WKH%DQNZDVIRUFHG WR VKXWGRZQVL[WHHQFDVKVWUDSSHG ILQDQFH FRPSDQLHV
LQFOXGLQJ )LQDQFH 2QH %\ VKXWWLQJ WKH ILQDQFH FRPSDQLHV LQ ODWH -XQH WKH DXWKRULWLHV
FKDQJHGWKHZD\IRUHLJQLQYHVWRUVDVVHVVHG7KDLODQG7KHEHOLHIWKDW7KDLODQGKDGDQRSHQ
FDSLWDOPDUNHWFUHDWHGDVLJQLILFDQWPDUNHWGLVWRUWLRQ:KHQWKH%DQNUHIXVHGWRDFWDVWKH
OHQGHURI ODVW UHVRUW IRU WKHVL[WHHQILQDQFHFRPSDQLHV LWFUHDWHGDQXQSUHFHGHQWHGSDQLF
DPRQJIRUHLJQLQYHVWRUVWKHUHE\IXHOOLQJDUXQRQWKHEDKW




EDKW VWRSSHGSURYLGLQJVKRUWWHUPFUHGLW WR VSHFXODWRUV WKHUHE\VHJPHQWLQJ WKHRQVKRUH
DQG RIIVKRUH PDUNHWV $V SDUW RI LWV LQWHUYHQWLRQ VWUDWHJ\ WKH %DQN XVHG WKH IRUZDUG
IRUHLJQH[FKDQJHPDUNHW:KHQIRUZDUGFRQWUDFWVPDWXUHGIRUHLJQVHOOHUVRIEDKWKDGWR
VXSSO\EDKWLQH[FKDQJHIRUGROODUV
/LPLWLQJ WKH DYDLODELOLW\ RI EDKW FUHGLW WKH %DQN IRUFHG VSHFXODWRUV WR VTXDUH SRVLWLRQV
WKURXJKWKHVSRWPDUNHWE\VHOOLQJGROODUVIRUEDKWWKHUHE\SXWWLQJDQXSZDUGSUHVVXUHRQ





7KH DSSOLFDWLRQ RI VHOHFWLYH FDSLWDO FRQWUROV FRXSOHG ZLWK WKH DEVHQFH RI H[WHQVLYH
OLTXLGDWLRQ RI EDKW SRVLWLRQV E\ GRPHVWLF UHVLGHQWV KHOSHG WKH %DQN RI 7KDLODQG WR
ZLWKVWDQG WKH VSHFXODWLYH SUHVVXUH RQ WKH EDKW XQWLO ODWH -XQH +RZHYHU WKH RQVKRUH
LQWHUHVW UDWHV UHPDLQHG KLJK DVZHOO DV WKH DWWHPSWV WR DUELWUDJH WKH GLIIHUHQWLDO EHWZHHQ
RQVKRUH DQG RIIVKRUH UDWHV FRQWLQXHG $ERYH DOO E\ DFFXPXODWLQJ 
ODUJH VKRUW IRUHLJQ
H[FKDQJHSRVLWLRQ










7KH\ GLVFRYHUHG WKDW WKH RWKHU QHLJKERXULQJ FRXQWULHV VKDUHG VRPH RI WKH FRQGLWLRQV
SUHYDOHQW LQ 7KDLODQG†IL[HG H[FKDQJH UDWHV VKDN\ EDQNLQJ V\VWHPV ZLWK WRR PXFK
H[SRVXUHWRVSHFXODWLYHUHDOHVWDWHORDQVKXJHXQKHGJHGVKRUWWHUPIRUHLJQGHEWDQGODFN
RI WUDQVSDUHQF\ LQ EXVLQHVV DQG ILQDQFLDO WUDQVDFWLRQV 7KLV OHG WR SDQLF VHOOLQJ RI ORFDO
FXUUHQFLHV E\ FRPSDQLHV ZKR ZDQWHG WR SURWHFW WKHPVHOYHV EHFDXVH RI WKHLU ODUJH 86
GROODUGHQRPLQDWHG GHEW7KH\ ERXJKW86GROODUV DV D KHGJH DJDLQVW IXWXUH GHYDOXDWLRQ
&RQVHTXHQWO\WKHUXSLDKWKHULQJJLWDQGWKHSHVRIHOOLQYDOXHOLNHGRPLQRHVLQDURZ
/HW XV FRQVLGHU WKH SUHYDLOLQJ FRQGLWLRQV LQ VRPH RI WKH RWKHU FRXQWULHV LQ WKH UHJLRQ




JURZWK RI ZDJHV WKDQ SURGXFWLYLW\ 7KH JRYHUQPHQW HQFRXUDJHG LQYHVWPHQW LQ RUGHU WR
FRPSHQVDWHIRU WKH ODJJLQJSURGXFWLYLW\ ,Q LQYHVWPHQWDFFRXQWHG IRUDERXWSHU
FHQW RI *’3†WKH KLJKHVW LQ WKH UHJLRQ %XW GXH WR KXJH LQYHVWPHQW LQ UHODWLYHO\
XQSURGXFWLYHYHQWXUHVWKHUHWXUQVIURPWKHVHLQYHVWPHQWVKDGEHHQGHFOLQLQJ7KHVXUJHLQ
LQYHVWPHQW DOVR OHG WR ULVH LQ LPSRUWV $W WKH VDPH WLPH H[SRUWV VWDUWHG WR VORZ GRZQ
PDLQO\ GXH WR FRPSHWLWLRQ IURP &KLQD DQG RWKHU ORZHUFRVW FRXQWULHV DQG DOVR GXH WR
0DOD\VLD













WKHSDQLF VWDUWHG DIWHU WKH IDOO RI WKHEDKW LQ7KDLODQG0DOD\VLD EHFDPHRQH RI WKH ILUVW
FRXQWULHVWREHDIIHFWHG




$VLDQ FXUUHQFLHV ,Q DGGLWLRQ WKH86 GROODU
V QRPLQDO DSSUHFLDWLRQ DJDLQVW WKH -DSDQHVH
\HQSXOOHGWKH+RQJ.RQJGROODUDORQJZLWKLW0RUHRYHU+RQJ.RQJ
VLQIODWLRQUDWHKDG
FRQVLVWHQWO\ EHHQ KLJKHU WKDQ WKH 86 UDWH LQGLFDWLQJ WKDW +RQJ .RQJ
V FXUUHQF\ KDG
DSSUHFLDWHG LQ UHDO WHUPV UHODWLYH WR WKH86 GROODU $PLG WKHPD\KHP+RQJ.RQJ
V GH












,Q WKH FDVH RI ,QGRQHVLD RYHULQYHVWPHQWV LQ WKH QRQWUDGHG VHFWRU DQG PDQXIDFWXULQJ
LQGXVWU\†WKDWUHTXLUHVKLJKSURWHFWLRQDQGDZHDNILQDQFLDOV\VWHP†DUHWKHURRWVRI WKH
SUHVHQWILQDQFLDOFULVLV1DVXWLRQ7KHFULVLVZDVDJJUDYDWHGE\SROLWLFDOXQFHUWDLQW\





DQG HDUO\ $XJXVW %\ PLG 6HSWHPEHU WKH UXSLDK GHSUHFLDWHG E\ DERXW  SHU FHQW ,Q
UHVSRQVH WKH DXWKRULWLHV DQQRXQFHG D ZLGH UDQJH RI UHIRUP LQLWLDWLYHV DQG VRXJKW ,0)




WKH LPSOHPHQWDWLRQ RI WKH HFRQRPLF UHIRUPV LQFUHDVLQJ SHVVLPLVP DERXW WKH HFRQRP\
V
SURVSHFWV DQG ODFNRI FRQILGHQFH LQ WKHSROLWLFDO OHDGHUVKLS LJQLWHGE\ WKH FORVXUHRI
FDVKVWUDSSHGSULYDWHEDQNV%\ODWH-DQXDU\WKHUXSLDKWUDGHGDWWRWKH86
GROODUFRPSDUHGWRWRWKH86GROODULQ-XO\$FRPELQDWLRQRIDVKDUSGHFOLQH
LQWKHYDOXHRI WKHUXSLDKDQGDVKDUSLQFUHDVHLQGRPHVWLF LQWHUHVWUDWHVKXUW WKHEDODQFH
VKHHWVRIEXVLQHVVILUPVOHDGLQJWRDVHYHUHOLTXLGLW\FULVLV7KHLPPHGLDWHLPSDFWRIWKLV
FULVLVZDVUHIOHFWHGLQWKHVHJPHQWDWLRQRI WKHEDQNLQJVHFWRUZLWKZHDNHUEDQNVUHO\LQJ
RQ H[WHQVLYH OLTXLGLW\ VXSSRUW DQG WKH VWURQJHU EDQNV GHDOLQJ ZLWK SURKLELWLYHO\ KLJK
LQWHUHVWUDWHV’HVSLWHWKHVHKLJKUDWHVWKHULVLQJLQIODWLRQDQGWKHODFNRIFRQILGHQFHLQWKH
EDQNLQJ VHFWRU OHG WR DQ LQFUHDVHG GHPDQG IRU FDVK0RUHRYHU WKH VXEVHTXHQW ORZ UHDO









LQ PLG  .RUHD
V VKRUWWHUP GHEW ZDV PRUH WKDQ WKUHH WLPHV LWV IRUHLJQ H[FKDQJH
UHVHUYHVWKHKLJKHVWLQWKHUHJLRQ

,Q HDUO\  VHYHUDO .RUHDQ FRQJORPHUDWHV KDYLQJ ERUURZHG KHDYLO\ IDLOHG OHDYLQJ
GRPHVWLFEDQNVZLWKDKXJHDPRXQWRIEDGORDQV:KHQH[SRUWVVOXPSHGDQGWKHGRPHVWLF
FXUUHQF\ WKH ZRQ VWDUWHG WR GHFOLQH LQ YDOXH WKH GRPHVWLF ILUPV IRXQG LW GLIILFXOW WR
VHUYLFHWKHLUIRUHLJQORDQV)RUHLJQOHQGHUVGHFOLQHGWRUROORYHUVKRUWWHUPORDQV7KLVOHG





,0) KDV VLJQHG PDVVLYH ILQDQFLDO SDFNDJHV WRWDOOLQJ PRUH WKDQ 86 ELOOLRQ ZLWK
,QGRQHVLD6RXWK.RUHDDQG7KDLODQG7KHVHEDLORXWSDFNDJHVDUHFRQGLWLRQDORQVWUXFWXUDO
DGMXVWPHQW PHDVXUHV DQG UHIRUPV LQ WKH EDQNLQJ VHFWRU )LVFKHU  DVVXPHV WKDW D
ILVFDOVXUSOXVZRXOGIUHHUHVRXUFHVWRFRYHUWKHFRVWRIUHVWUXFWXULQJ6LPLODUO\KHDUJXHV
WKDWEDQNLQJUHIRUPVLQFOXGLQJFORVXUHVRILQVROYHQWEDQNVDUHQHFHVVDU\WRDFFHOHUDWHWKH
UHVWUXFWXULQJ SURFHVV RI WKH ILQDQFLDO VHFWRU 6RPH RI WKH ,0)VSRQVRUHG UHIRUPV LI
SURSHUO\LPSOHPHQWHGPLJKWKHOSWKHHFRQRPLHVLQWKHORQJUXQ%XWWKHQDWXUHRI ,0)
V
LQWHUYHQWLRQ LVPDNLQJ WKLQJV ZRUVH DW OHDVW LQ WKH VKRUW UXQ 7KLV FDQ EH DWWULEXWHG WR
VHYHUDOIDFWRUV
)LUVW WKH ,0)
V LQVLVWHQFH RQ VWUXFWXUDO UHIRUPV LQ DUHDV ZKLFK DUH XQUHODWHG WR WKH
LPPHGLDWH SUREOHPV IDFLQJ WKHVH HFRQRPLHV KDV LQFUHDVHG WKH VHQVH RI SDQLF DPRQJ
LQYHVWRUV,WVHQGVDVLJQDOWKDWWKHVHHFRQRPLHVDUHEDVLFDOO\XQVRXQGDQGQHHGDFRPSOHWH
RYHUKDXOQRWZLWKVWDQGLQJ WKHLUVXVWDLQHGHFRQRPLFJURZWKGXULQJ WKH ODVW WKUHHGHFDGHV
7KLV REYLRXVO\ IULJKWHQV SRWHQWLDO LQYHVWRUV DQG OHQGHUV 7KH ,0)
V LPPHGLDWH FRQFHUQ
VKRXOG EH WR LQVLVW RQO\ RQ SROLFLHV WKDW DUH QHHGHG WR UHVWRUH D FRXQWU\
V DFFHVV WR WKH
JOREDOILQDQFLDOPDUNHW
6HFRQG ZLWK D YLHZ WR VWDELOL]H WKH FXUUHQF\ PDUNHW DQG GLVFRXUDJH FRPSHWLWLYH





DUH DOUHDG\ LQGHEWHG ILQG WKHLU H[LVWLQJ LOOLTXLGLW\ SUREOHP TXLFNO\ FKDQJLQJ LQWR DQ
LQVROYHQF\ SUREOHP 7KLV KDV IRUFHG FRPSDQLHV WR FXW EDFN SURGXFWLRQ OHYHOV VHOO
LQYHQWRULHVOHWJRHPSOR\HHVDQGIDLOWRUHSD\GHEW7KLVFUHDWHVDVQRZEDOOHIIHFWLQWKH
HFRQRP\E\ LQFUHDVLQJ WKHEDQNLQJV\VWHP
VEDG ORDQ DFFXPXODWLRQDQGZHDNHQLQJ WKHLU
FDSLWDOEDVH
7KLUG ,0) WUDGLWLRQDOO\KROGVEDFNRQGLVEXUVLQJ IXQGV IURP WKHLU EDLORXWSDFNDJHXQWLO
WKHERUURZLQJFRXQWU\FDUULHVRXWQHFHVVDU\VWUXFWXUDOUHIRUPV6XFKFRQGLWLRQDOLW\YLRODWHV
WKHLQWHQWRIDOHQGHURIODVWUHVRUW

















DOUHDG\ EH LGHQWLILHG 7KXV DQ REMHFWLYH DQDO\VLV RI WKH HYHQWVZRXOG SURYLGH LPSRUWDQW
OHVVRQVIRUDQDO\VWVDQGSROLF\PDNHUV6RPHRIWKHVHOHVVRQVDUHPRUHREYLRXVWKDQRWKHUV
6RPH DUH SUHYHQWLYH GHVLJQHG WR UHGXFH WKH SUREDELOLW\ RI ILQDQFLDO FULVLV LQ WKH IXWXUH
ZKLOHRWKHUVDUHPRUHIXQGDPHQWDOLQQDWXUH
2QH RI WKH PDMRU OHVVRQV RI WKH $VLDQ FULVLV LV WKDW LPSURSHUO\ VHTXHQFHG ILQDQFLDO
OLEHUDOL]DWLRQLQWKHSUHVHQFHRIDZHDNGRPHVWLFILQDQFLDOV\VWHPLQFUHDVHVYXOQHUDELOLW\WR
VSHFXODWLYH DWWDFNV ,Q RUGHU WR GHYHORS WKH GRPHVWLF ILQDQFLDO V\VWHP JRYHUQPHQWDO
VXSHUYLVLRQDQGSUXGHQWLDOUHJXODWLRQVKRXOGEHDLPHGDWFUHDWLQJFRPSHWHQWPDQDJHPHQW
HIIHFWLYHULVNFRQWUROV\VWHPVDGHTXDWHFDSLWDOUHTXLUHPHQWVOHQGHURIODVWUHVRUWIDFLOLWLHV
VXSHUYLVRU\ DXWKRULWLHV ZLWK VXIILFLHQW DXWRQRP\ DQG FRQWURO RI FURVVERUGHU EDQNLQJ
%XVWHOR*ULIILWK-RQHV
$QRWKHU OHVVRQ WKDW FDQ EH OHDUQHG IURP WKH $VLDQ FULVLV LV WKDW LW LV QRW HQRXJK IRU D
FRXQWU\ WR DFKLHYH VXVWDLQHG HFRQRPLF JURZWK 7KH $VLDQ HFRQRPLHV ZHUH KLJKO\
FRPPHQGHG QRW WRR ORQJ DJR IRU WKHLU UDSLG JURZWK )LVFDO SROLF\ ZDV QRW SURIOLJDWH
PRQHWDU\ SROLF\ ZDV QRW LQIODWLRQDU\ DQG WKH FRXQWULHV DFKLHYHG KLJK VDYLQJV DQG
LQYHVWPHQW UDWHV +RZHYHU WKHVH IXQGDPHQWDOV DORQH ZHUH QRW HQRXJK WR LQVXODWH DQ
HFRQRP\IURPDFULVLV:KDWLVFUXFLDOLVWKDWFRXQWULHVDOVRWU\WRNHHSRWKHUIXQGDPHQWDOV
VRXQG0RUHRYHUWKHDSSURSULDWHQHVVRI ILQDQFLDODQGH[FKDQJHUDWHSROLFLHVDOVRPDWWHU
)RU H[DPSOH SHJJLQJ WKH H[FKDQJH UDWH KHOSV WR FUHDWH DQ HQYLURQPHQWZKHUH LQYHVWRUV
DQGWUDGHUVFDQSUHGLFWWKHLUIXWXUHSODQV%XWVXFKSROLFLHVDUHPRUHGLIILFXOWWRPDLQWDLQLQ
WKH SUHVHQFH RI ZHDN GRPHVWLF ILQDQFLDO LQVWLWXWLRQV DQG ODUJHVFDOH IOXFWXDWLRQV LQ WKH
YDOXHRILQWHUQDWLRQDOFXUUHQFLHV
7KH $VLDQ FULVLV FDQ EH GHVFULEHG DV D 
FDSLWDO DFFRXQW FULVLV
 DV RSSRVHG WR D 
FXUUHQW
DFFRXQW FULVLV
 7KH TXLFN UHYHUVDO RI VKRUWWHUP FDSLWDO IORZ GHQRPLQDWHG LQ IRUHLJQ
FXUUHQF\ WULJJHUHG WKLV FULVLV $V *ULIILWK-RQHV  KDV VKRZQ VKRUWWHUP DQG
SRWHQWLDOO\ UHYHUVLEOH FDSLWDO LQIORZV WHQG WR DOWHU LPSRUWDQW PDFURHFRQRPLF YDULDEOHV
VXFKDVH[FKDQJH UDWHVDQGDVVHWSULFHV$Q LPSRUWDQW OHVVRQ LV WKDWZKLOH WKH ORQJWHUP
EHQHILWV RI IUHH FDSLWDO PRYHPHQW LV JHQHUDOO\ DFNQRZOHGJHG FHUWDLQ VWHSV PXVW
DFFRPSDQ\FDSLWDODFFRXQWOLEHUDOL]DWLRQLQRUGHUWRUHGXFHYRODWLOLW\7KHVHVWHSVUHODWHWR
WKH LQVWLWXWLRQDO FDSDFLW\ RI WKH GRPHVWLF HFRQRP\ DQG WKH SURSHU VHTXHQFLQJ RI WKH
OLEHUDOL]DWLRQ SURJUDPPH 3RWHQWLDOO\ PRUH VWDEOH ORQJWHUP FDSLWDO LQIORZV VKRXOG EH
LQLWLDOO\OLEHUDOL]HGUDWKHUWKDQVKRUWWHUPERUURZLQJGHQRPLQDWHGLQIRUHLJQFXUUHQF\

*ULIILWK-RQHV  KDV VXJJHVWHG WKDW FDSLWDO DFFRXQWV VKRXOG EH OLEHUDOL]HG VORZHU
DQGRUPRUHFRQWUROVDQGRUWD[HVLQWURGXFHGWRGLVFRXUDJHVKRUWWHUPFDSLWDOLQIORZV%RWK
WKH ,0)  DQG WKH%DQN IRU ,QWHUQDWLRQDO 6HWWOHPHQWV  KDYH UHFRJQLVHG WKDW
WKRXJKKDYLQJ VRPH OLPLWDWLRQVPHDVXUHV WDNHQ E\ UHFLSLHQW JRYHUQPHQWV WR GLVFRXUDJH
VKRUWWHUPFDSLWDOIORZV†ZKHQFRPELQHGZLWKRWKHUVRXQGPDFURHFRQRPLFSROLFLHV†SOD\
DSRVLWLYH UROH LQPDQDJLQJ WKHVH IORZVHIIHFWLYHO\ DQG WKXV UHGXFH WKH SRVVLELOLW\ RI D





2QH FKDUDFWHULVWLF FRPPRQ DPRQJ WKH DIIHFWHG FRXQWULHV LV WKDW WKH\ KDYH HQFRXUDJHG
EHKLQGWKHVFHQHVPHFKDQLVPVIRUFDSLWDODOORFDWLRQ,WLVWUXHZKHWKHUZHDUHFRQVLGHULQJ
WKH JRYHUQPHQWOLQNHG EDQNV LQ ,QGRQHVLD FKDHEROFRQWUROOHG EDQNV LQ .RUHD RU WKH
ILQDQFH FRPSDQLHV LQ 7KDLODQG ,Q DOO FDVHV FDSLWDO DOORFDWLRQV ZHUH PDGH EDVHG RQ
SHUVRQDO RU EXVLQHVV UHODWLRQVKLSV RU JRYHUQPHQW LQIOXHQFH $V LV HYLGHQW IURP WKH
GLVFXVVLRQLQWKHSUHYLRXVVHFWLRQVWKLVOHGWRLQFUHDVLQJO\SRRULQYHVWPHQWGHFLVLRQV
6RRQHRI WKH LPPHGLDWH OHVVRQVRI WKLVFULVLV LV WKHQHHG WR VWUHQJWKHQ WKH VWUXFWXUHDQG
VXSHUYLVLRQ RI WKH ILQDQFLDO V\VWHPV LQ WKH HPHUJLQJ HFRQRPLHV 6WURQJHU SUXGHQWLDO
VXSHUYLVLRQZRXOG LQYROYH EHWWHUPRQLWRULQJ RI KRZ EDQNV UDLVH WKH IXQGV WKDW DUH OHQW
ERWKVKRUWDQG ORQJWHUPDQG LQ ORFDODQGIRUHLJQPDUNHWV ,WZRXOG UHTXLUHPRQLWRULQJ
WKH FRQFHQWUDWLRQ RI WKHLU OHQGLQJ SRUWIROLRV DQG WKHLU FRQVHTXHQW H[SRVXUH WR FHUWDLQ




ZKHQFRPSOHWH DFFHVVLEOHDQG WLPHO\ LQIRUPDWLRQIORZLVDYDLODEOH/DFNRI LQIRUPDWLRQ
FHUWDLQO\H[DFHUEDWHGWKHILQDQFLDOFULVLV LQ$VLD+HQFHWUDQVSDUHQF\DWDOO OHYHOV†ORFDO
QDWLRQDODQGLQWHUQDWLRQDO†LVHVVHQWLDOLIGRPHVWLFDQGIRUHLJQRIILFLDOVDUHWRVXFFHVVIXOO\
PRQLWRU VXSHUYLVH DQGZDUQ RI DQ\ LPSHQGLQJ GDQJHU +RZHYHU EHWWHU LQIRUPDWLRQ E\
LWVHOI LVQRWD VXIILFLHQWFRQGLWLRQ IRUHOLPLQDWLQJVXFKFULVHV:KDW LV DOVRQHHGHG LV WKH
YLVLRQWRLPDJLQHFULVHVDQGWKHZLOOLQJQHVVWRDFWSUHHPSWLYHO\
$QRWKHU IXQGDPHQWDO OHVVRQ IURP WKH FXUUHQF\ FULVLV ZRXOG EH WR DYRLG DQ HDUO\
PLVGLDJQRVLVRI WKHFULVLV)RU LQVWDQFH7KDLODQG
V ILQDQFLDOFULVLVZDV LQLWLDOO\ VHHQ DVD






UHVLVWDQFH WR WKH QRWLRQ WKDW FXUUHQW GLIILFXOWLHV KDYH SDUWLDO KRPHJURZQ FKDUDFWHULVWLFV
6LPLODU REVWDFOHV ZHUH SUHVHQW LQ ,QGRQHVLD DQG WKH 3KLOLSSLQHV 7KH JRYHUQPHQW
V
UHVSRQVHVKRXOGEHVZLIWDQGUHVROXWH7KH\VKRXOGDFWIDVW WRFOHDQXSILQDQFLDOV\VWHPV
KREEOHG E\ EDG GHEWV 7KH VSHHG DQG VFRSH RI QHHGHG UHIRUP VKRXOG QRW EH
XQGHUHVWLPDWHG

7KHFULVLVKLJKOLJKWV WKHQHHGIRUVWURQJFDSLWDOPDUNHWV LQ WKHGHYHORSLQJFRXQWULHV DVD
VRXUFHRI FDSLWDO WKDW LV ERWK FKHDSHU DQG OHVV YRODWLOH WKDQ RIIVKRUH ERUURZLQJ$ZHOO
IXQFWLRQLQJHTXLW\DQGERQGVPDUNHWZRXOGGLYHUWFDSLWDOIORZVLQWRPRUHHIILFLHQWXVHE\
SODFLQJ LQYHVWPHQW SURMHFWV XQGHU ULJRURXVPDUNHW WHVW ,W ZRXOG DOVR LPSURYH FRUSRUDWH
JRYHUQDQFH WKURXJK FORVH PRQLWRULQJ LQ WKH PDUNHW 2QH RI WKH SUREOHPV IDFHG E\









V\VWHPLQRUGHU WRPRQLWRU LQWHUQDWLRQDOFDSLWDO IORZVPRUHDFWLYHO\ DQGTXLFNO\ LGHQWLI\
SRWHQWLDOWURXEOHVSRWV
$ILQDOOHVVRQZRXOGEHWKHQHHGWRFUHDWHDQLQWHUQDWLRQDOOHQGHURIODVWUHVRUWWRSUHYHQW
IXWXUHFXUUHQF\FULVLV7KHYRODWLOLW\RIFDSLWDO IORZVXQGHUD OLEHUDOL]HG ILQDQFLDO V\VWHP
UHTXLUHVWKHSUHVHQFHRIDQLQWHUQDWLRQDOOHQGHURIODVWUHVRUWWRSUHYHQWOLTXLGLW\SUREOHPV
WXUQLQJLQWRVROYHQF\SUREOHPV7KHQHHGFDQQRWEHPRUHDSSDUHQWWKDQE\ORRNLQJDWWKH
H[SHULHQFH RI WKH ILYH PRVW DIIHFWHG $VLDQ HFRQRPLHV ZKHUH FRPELQHG QHW LQWHUEDQN
OHQGLQJDQGOHQGLQJWRQRQEDQNVUDQDWDQDQQXDOUDWHRI86ELOOLRQEHWZHHQWKHWKLUG
TXDUWHU RI  DQG WKH WKLUG TXDUWHU RI  7KHQ LQ WKH IRXUWK TXDUWHU WKH LQIORZ
VXGGHQO\WXUQHGLQWRDQRXWIORZRI86ELOOLRQ
8QGHU WKH FXUUHQW LQWHUQDWLRQDO ILQDQFLDO V\VWHP GRQRU DJHQFLHV†VXFK DV WKH :RUOG
%DQNWKH$VLDQ’HYHORSPHQW%DQNHWF†FDQVWHSXSLVVXDQFHRIERQGV7KHVHZRXOGEH
ERXJKWE\FHQWUDOEDQNVZLWKODUJHIRUHLJQH[FKDQJHUHVHUYHV3URFHHGVFRXOGWKHQEHOHQW
WR HFRQRPLHV ZLWK WHPSRUDU\ OLTXLGLW\ SUREOHPV 7KH GRQRU DJHQFLHV LVVXLQJ WKH ERQG
ZRXOGDVVXPHDOOFUHGLWULVNDVVRFLDWHGZLWKOHQGLQJWRWKHWURXEOHGHFRQRPLHV,WZRXOGLQ
HIIHFWDFWDVDFHQWUDOEDQNWRWKHQDWLRQDOFHQWUDOEDQNV7KHUDWLRQDOHIRUVXFKDQDSSURDFK
LV WKDW D FRXQWU\PD\ EH OHVVZLOOLQJ WR SURYLGH OLTXLGLW\ WR D WURXEOHG HFRQRP\ EXW LW
PLJKWEHPRUHZLOOLQJWRSURYLGHPRQH\WRLQVWLWXWLRQVVXFKDVWKH:RUOG%DQN
7KHVHYDULRXVVWHSV UHSUHVHQWDKXJHDJHQGDIRU WKH IXWXUH%XWKRZHYHUPXFKZH WU\ WR




$IWHU WKHDQDO\VLVRIZKDWZHQWZURQJDQGZKDWZHFDQ OHDUQIURPWKHFULVLVFRPHV WKH
DQDO\VLVRIZKDWKDSSHQVQH[WDV$VLDQFRXQWULHV WU\ WR ILQG WKHLUZD\EDFN WRHFRQRPLF
VWDELOLW\DQGJURZWK7KH UHDOFKDOOHQJH IDFLQJ WKHJOREDOFRPPXQLW\ LV WR ILQGZD\V IRU
TXLFNO\ UHVWRULQJ FRQILGHQFH LQ WKHVH HFRQRPLHV WKURXJK YROXQWDU\ ILQDQFLDO IORZV DQG
LQYHVWPHQWVSHQGLQJ
 /RQJWHUPRXWORRN
6LQFH WKH EHJLQQLQJ RI  PDUNHW FRQGLWLRQV LQ VRPH RI WKH DIIHFWHG FRXQWULHV KDYH
LPSURYHG +XJH FRUUHFWLRQV LQ FXUUHQW DFFRXQW EDODQFHV DQG SULYDWHVHFWRU GHEW
DGMXVWPHQWVKDYH UHGXFHG WKHEDODQFHRISD\PHQWVSUREOHP WKHUHE\ HDVLQJ WKH OLTXLGLW\
FUXQFK
TABLE 19
DEPRECIATION IN EXCHANGE RATES AND STOCK INDICES
Per cent change from 1.7.97-31.12.97 31.12.97-1.5.98 1.7.97-1.5.98
A.  Depreciation in exchange rates
Indonesia  -55.8 -31.2  -69.6
Korea  -47.5  26.7  -33.5
Malaysia  -35.2  5.7  -31.5
Philippines  -34.5  0.6  -34.9
Thailand  -47.6  21.2  -36.5
B.  Depreciation in stock indices
Indonesia  -45.4  14.5  -37.0
Korea  -51.6  11.9 -45.8
Malaysia  -45.7  6.2  -42.3
Philippines  -32.4  16.7  -21.1
Thailand  -35.7  12.7  -27.5
Source: Board of Governors of the Federal Reserve System.
,WVHHPVWKDWWKHZRUVWRIWKHILQDQFLDOFULVLVLVRYHU$VLD
VVOXPSLQJHFRQRPLHVKDYHKLW
ERWWRP DQG PRVW DUH SRLVHG WR EHJLQ WKHLU EXPS\ UHFRYHU\ IURP UHFHVVLRQ LQ  DV
FXUUHQFLHV VWDELOL]H 7DEOH  DQG )LJXUH  VKRZ WKH SHUIRUPDQFH RI WZR ILQDQFLDO










POST-CRASH EXCHANGE RATE AND STOCK PRICE INDEX
Source: Bloombergs (forecasting agency).

’HVSLWH LPSURYHPHQWV LQPDUNHW FRQGLWLRQV WKHFRXQWULHVDIIHFWHGE\ WKHFXUUHQF\ FULVLV
DUH QRZ H[SHULHQFLQJ D UHFHVVLRQDU\ WUHQG 6KDUS FXUUHQF\ GHSUHFLDWLRQ KDV QRW VSXUUHG
UDSLGJURZWKLQWKHLUGROODUH[SRUWVZKLFKZRXOGKDYHSURYLGHGWKHXQGHUSLQIRUDUHERXQG
LQ HFRQRPLF DFWLYLW\ LQ WKH UHJLRQ 2QH UHDVRQ PD\ EH WKDW FXUUHQF\ GHYDOXDWLRQ DQG
FROODSVLQJDVVHWSULFHVQRWRQO\FDXVHGVWHHS UHGXFWLRQV LQZHDOWKDQGEX\LQJSRZHUEXW
DOVR GLVUXSWHG WKH EDODQFH VKHHWV RI OHQGHUV DQG ERUURZHUV LQ WKHVH FRXQWULHV 0RUHQR
 0DQ\ $VLDQ ILUPV KDYH IRXQG WKHPVHOYHV LQVROYHQW DV WKH FXUUHQF\ FROODSVH
LQFUHDVHG WKHLU GHEW EXUGHQ ZKLFK ZHUH XQKHGJHG DQG GROODUGHQRPLQDWHG 7KH IUDJLOH












LQFUHDVLQJULVNRIPDMRUVRFLDOXQUHVW†DIHDUERUQHRXWE\ WKH ULRWV WKDW OHG WR3UHVLGHQW
6XKDUWR
VUHVLJQDWLRQLQ0D\
(YHU LQFUHDVLQJ IRRG SULFHV GXH WR DGYHUVH ZHDWKHU FRQGLWLRQV GLVWULEXWLRQ ERWWOHQHFNV
GHFOLQLQJ YDOXH RI WKH UXSLDK DQG SROLWLFDO XQFHUWDLQW\ DQG WXUPRLO DIWHU WKH IDOO RI WKH




WR VKULQNE\SHUFHQW LQ7KHSHU FHQWGHFOLQHGXULQJ WKH WKLUGTXDUWHURI
GZDUIVWKHSUHYLRXVUHFRUG†SHUFHQWGHFOLQHLQWKHWKLUGTXDUWHURI†DQGPDUNV
WKHILUVWWLPHVLQFHWKHHDUO\VWKDWWKHHFRQRP\KDVVKUXQNWKUHHVWUDLJKWTXDUWHUV7KH
HFRQRP\ FRQWUDFWHG  SHU FHQW LQ WKH ILUVW TXDUWHU DQG E\  SHU FHQW LQ WKH VHFRQG
TXDUWHU RI  7KH XQHPSOR\PHQW UDWH LV DW LWV KLJKHVW OHYHO LQ IRXUWHHQ \HDUV 7KH
HFRQRP\KDVEHHQKDUGKLWE\DVKDUSIDOO LQ WKHYDOXHRISULYDWHKRXVLQJ7KHVXVWDLQHG
ULVH LQ LQWHUHVW UDWHV LQ RUGHU WR GHIHQG WKH FXUUHQF\ SHJ KDV ZLSHG RXW DERXW 86
ELOOLRQ IURP WKHYDOXHRI WKH WRWDO VWRFNRISULYDWHKRXVLQJ7KH JRYHUQPHQWKDV DOUHDG\
DQQRXQFHGVWLPXOXVPHDVXUHVWRLPSURYHEDQNOLTXLGLW\VKRUHXSWKHSURSHUW\PDUNHWDQG
WDFNOHWKHULVLQJXQHPSOR\PHQWSUREOHP7KHJRYHUQPHQWLVZDONLQJDWLJKWURSHE\WU\LQJ
WR EROVWHU FRQILGHQFH LQ WKH HFRQRP\ ZLWKRXW FRPSURPLVLQJ LWV QRQLQWHUYHQWLRQLVW
FUHGHQWLDOV
7KDLODQG LV H[SHFWLQJ D  SHU FHQW GHFOLQH LQ *’3 LQ  /DVW \HDU WKH JRYHUQPHQW
QHJRWLDWHG D 86 ELOOLRQ SDFNDJH ZLWK WKH ,0) FRQWLQJHQW XSRQ D QXPEHU RI
HFRQRPLF UHIRUPPHDVXUHV $PRQJ WKH FRXQWULHV LQ WKLV UHJLRQ 7KDLODQG KDV EHHQ WKH
PRVW DJJUHVVLYH UHIRUPHU PDNLQJ VXEVWDQWLDO SURJUHVV LQ DGGUHVVLQJ WKH VWUXFWXUDO
SUREOHPV 7KH JRYHUQPHQW KDV DQQRXQFHG PHDVXUHV WR UHVWUXFWXUH WKH ILQDQFLDO DQG
EDQNLQJ VHFWRUV E\ FORVLQJ GRZQ PRVW RI WKH WURXEOHG ILQDQFH FRPSDQLHV VHOOLQJ WZR

EDQNVWRIRUHLJQLQWHUHVWVDQGPDNLQJSURYLVLRQVIRUHQDFWLQJDEDQNUXSWF\ODZODWHUWKLV




SHU FHQW 6LQFH WKH FULVLV WKH SHVR KDV IDOOHQ E\  SHU FHQW DJDLQVW WKH 86 GROODU
1HYHUWKHOHVV SULPH OHQGLQJ UDWHV DUH VORZO\ GHFOLQLQJ DQG 0DQLOD
V VWRFN PDUNHW KDV
UHFRYHUHGE\SHUFHQWIURPLWVORZHVWSRLQWLQODWH7KURXJKQHFHVVDU\UHIRUPVLQ
WKH ILQDQFLDO V\VWHP WKH HFRQRP\KDVPDQDJHG WR UHPDLQ LQ UHODWLYHO\ JRRG VKDSH 7KH
QDWLRQ
VSUHVLGHQWLDOHOHFWLRQKHOGLQ0D\VKRXOGQRWGHUDLOWKHUHIRUPSURJUDPPH
7KH EDODQFH RI SD\PHQWV FULVLV LQ 6RXWK .RUHD LQ ’HFHPEHU †SURPSWHG E\ WKH
FRQWDJLRQ HIIHFWV IURP VSHFXODWLYH SUHVVXUHV RQ WKH UHJLRQ
V FXUUHQFLHV†IRUFHG WKH





DQG  SHU FHQW UHVSHFWLYHO\ OHDGLQJ WR ODUJHVFDOH ODERXU XQUHVW *’3 JURZWK UDWH LV
H[SHFWHGWRGHFOLQHE\–SHUFHQWWKLV\HDU7KHUHFRYHU\SURVSHFWVLQ.RUHDDUHOLPLWHG
E\ WKH H[FHVV FDSDFLW\ LQ LWV OHDGLQJ LQGXVWULHV 0RUHRYHU HIIRUWV E\ WKH .RUHDQ
JRYHUQPHQW WR IRUFH VPDOO DQG PHGLXPVL]H LQVROYHQW FRPSDQLHV WR EHDU PRVW RI WKH
ILQDQFLDO SUHVVXUH WKHUHE\ DYRLGLQJ FRQIURQWDWLRQ ZLWK VWURQJ ODERXU XQLRQV DW ODUJH
FRPSDQLHV FRQWUROOHG E\FKDHEROV RU FRQJORPHUDWHV LV DOVR VORZLQJ GRZQ WKH UHFRYHU\
SURFHVV7KH0DOD\VLDQ HFRQRP\ GHVSLWH JRYHUQPHQW HIIRUWV WR SUHYHQW D VORZGRZQ LV
DOVRVKRZLQJVLJQVRIFRQWUDFWLRQ
7KH UHFRYHU\ SURFHVV IRU WKHVH FRXQWULHV FDQ EH EURDGO\ GLYLGHG LQWR WKUHH SKDVHV
$OWKRXJKWKHVHSKDVHVDUHTXLWHGLVWLQFWWKHUHFDQEHVRPHRYHUODS
 3KDVH,
7KLV LV WKH PRVW FUXFLDO SKDVH LQ WKH RYHUDOO UHFRYHU\ SURFHVV ,Q WKLV SKDVH SROLFLHV
GHVLJQHG WR DGGUHVV WKH FDXVHV RI WKH FULVLV QHHG WR EH IRUPXODWHG 7KLV ZRXOG UHTXLUH
DSSURSULDWHPRQHWDU\SROLF\WRVWDELOL]HWKHH[FKDQJHUDWHFUHDWHDQHFHVVDU\SUHUHTXLVLWH
IRU D PXFKQHHGHG RYHUKDXO RI WKH ILQDQFLDO V\VWHP UHFDSLWDOL]H DQG UHVWUXFWXUH WKH
EDQNLQJV\VWHPDQGPRVWLPSRUWDQWO\VWUHQJWKHQFHQWUDOEDQNVXSHUYLVLRQRIWKHILQDQFLDO
VHFWRU $YDLODEOH VWDWLVWLFV VKRZ WKDW DOO WKH DIIHFWHG FRXQWULHV LQ WKH UHJLRQ DUH LQ WKLV
SKDVHDQGPRVWHQWHUHGWKHSKDVHLQHDUO\,QGRQHVLDRQWKHRWKHUKDQGKDGWRZDLW
WLOO0D\VLJQLQJWKHWKLUGDJUHHPHQWZLWKWKH,0)EHIRUHHQWHULQJ3KDVH,
2QHQRWDEOHSKHQRPHQRQRI WKLVSKDVHKDVEHHQ WKHKXJH FRUUHFWLRQV LQ FXUUHQW DFFRXQW
EDODQFHVDFURVVWKH UHJLRQ’XULQJ WKH ILUVWTXDUWHURI.RUHD IRUH[DPSOHVKRZHG
FXUUHQW DFFRXQW VXUSOXV IRU WKUHH FRQVHFXWLYH PRQWKV 7KH WUDGH VXUSOXV GXULQJ WKH VL[
PRQWKV HQGLQJ LQ )HEUXDU\  IRU WKH FRUH JURXS RI$6($1 FRXQWULHVZDV 86
ELOOLRQ 7KLV UHSUHVHQWV D86 ELOOLRQ WXUQDURXQG IURP WKH SUHYLRXV \HDU +RZHYHU
ZKDW LV LQWHUHVWLQJ LV WKDW WKLV WXUQDURXQG LV HQWLUHO\ GXH WR WKH FROODSVH LQ LPSRUWV VHH

7DEOH,PSRUWVUHPDLQYHU\ZHDNDFURVVWKHUHJLRQUHIOHFWLQJWKHZHDNQHVVLQGRPHVWLF
GHPDQG DQG EUHDNGRZQV LQ WKH ILQDQFLDO V\VWHPV LQGLFDWLQJ WKDW HYHQ WKH PRVW
FUHGLWZRUWK\FXVWRPHUVDUHKDYLQJWURXEOHREWDLQLQJWUDGHILQDQFH7KLVVLWXDWLRQFDQQRWEH
VXVWDLQHG LQ WKH ORQJ UXQ’RPHVWLF GHPDQG LVZHDN GXH WR GHSUHVVHG FRQVXPSWLRQ DQG
LQYHVWPHQWOHYHO&RQVXPSWLRQLVKXUWE\ULVLQJVWUXFWXUDOXQHPSOR\PHQWZKLOHFRPSDQ\
EDQNUXSWF\DQG FRUSRUDWH UHVWUXFWXULQJ LVNHHSLQJ LQYHVWPHQW ORZ+HQFH DQ\ HFRQRPLF





US DOLLAR-DENOMINATED MERCHANDISE, EXPORTS AND IMPORTS
(June 1997 = 100; 3-month moving average, seasonally adjusted)
September 1997 December 1997 Latest 1998
A. Exports
China 103.4 100.4 114.3 March
Hong Kong   103.0  100.1  93.5 February
Indonesia   104.3   97.9  101.1 January
Malaysia   99.3   94.8  95.1 February
Philippines   101.2  107.0  109.9 February
Singapore   98.8   98.4  94.6 February
South Korea   103.1   98.5  103.6 March
Thailand   98.5  102.7  98.3 March
B. Imports
China 102.8 103.1 109.5 March
Hong Kong 104.3  105.2  99.2 February
Indonesia   96.0   93.1  82.0 January
Malaysia   90.2   86.1  78.9 February
Philippines   103.9  104.1  100.3 February
Singapore   103.6   95.9  86.9 February
Thailand   89.3   78.0  62.8 March
Source: J. P. Morgan.
3URVSHFWVRID.RUHDQH[SRUWERRPDUHFORXGHGE\WKHZHDNQHVVRID-DSDQHVH\HQZKLOH
WKH GHFOLQH LQ GHPDQG FRQGLWLRQV LQ -DSDQ DQG RWKHU $VLDQ FRXQWULHV KDYH GHSUHVVHG








,Q WKLV SKDVH ZH FDQ H[SHFW D UHFRYHU\ RI SULYDWH LQYHVWPHQW FDSLWDO LQIORZ 7KLV ZLOO








RI WKH ILQDQFLDO V\VWHP KDV EHHQ ODUJHO\ DFFRPSOLVKHG DQG ZKHQ WKH OHYHOV RI SULYDWH













WKHGROODUFDQEH WUDFHG WR WKHZHDNPDUNHW IXQGDPHQWDOV LQ-DSDQ3HUVLVWLQJSHVVLPLVP
DERXWWKHHFRQRP\DQGWKHILQDQFLDOV\VWHPKDVFRQWULEXWHGWRWKLVVOLGH7KHHFRQRP\LV
FXUUHQWO\ LQ D UHFHVVLRQ DQG LV VORZ WR UHFRYHU 7KH UHWXUQV RQ \HQGHQRPLQDWHG DVVHWV




LQIODWLRQ DQG WKHSURVSHFWVRI KLJKHU86 LQWHUHVW UDWHV KDYH DOVR FRQWULEXWHG WR D VWURQJ
GROODU E\ NHHSLQJ IRUHLJQ LQYHVWRUV LQWHUHVWHG LQ EX\LQJ 86 WUHDVXU\ ERQGV 7KH URV\
HFRQRPLFSLFWXUHLQWKH86KLJKOLJKWVWKHVKDUSGLIIHUHQFHEHWZHHQLWVUREXVWHFRQRP\DQG
WKDW RI -DSDQ ZKHUH XQHPSOR\PHQW LV ULVLQJ 7KH \HQ
V IDOO WKUHDWHQV WR GHHSHQ $VLD
V
HFRQRPLFWURXEOHVDWDWLPHZKHQVWDELOL]LQJFXUUHQFLHVLVDNH\JRDOWRZDUGVSXOOLQJWKH
UHJLRQRXWRI WKHILQDQFLDOFULVLV ,W LVFDXVLQJVXEVWDQWLDOSDLQWRWKH$VLDQHFRQRPLHVDV





WKH\HQDJDLQVW WKHGROODU7KLVQHJDWLYH LPSDFWRQ WKH$VLDQ HFRQRPLHVKDGKHLJKWHQHG






RUGHU WR VXSSRUW WKH \HQ DV VXFK D SROLF\ ZRXOG IRLO DQ\ FKDQFH IRU TXLFN HFRQRPLF
UHFRYHU\ 7KH RQO\ YLDEOH RSWLRQ OHIW ZDV D FRRUGLQDWHG LQWHUYHQWLRQ LQ WKH IRUHLJQ
H[FKDQJHPDUNHWE\WKH*FHQWUDOEDQNV
7KH FULVLV UHDFKHG D GDQJHURXV QHZ SKDVH LQ ODWH -XQH  ZKHQ WKH 86 7UHDVXU\
6HFUHWDU\ 5REHUW 5XELQ WHVWLI\LQJ EHIRUH D &RQJUHVVLRQDO &RPPLWWHH VXJJHVWHG WKDW
-DSDQ KDV WR IL[ WKH \HQ SUREOHP E\ LWVHOI )HDULQJ WKDW WUDGHUV ZRXOG GXPS PDVVLYH





EDQN LQ LQWHUYHQLQJ LQ WKH IRUHLJQ H[FKDQJHPDUNHWE\EX\LQJ \HQDQGVHOOLQJGROODUV ,W
KHOSHGWRSURSXSWKHYDOXHRIWKH\HQDIWHUWKHFXUUHQF\IHOOWRDQHLJKW\HDUORZRIDURXQG
WRWKHGROODU7KHLQWHUYHQWLRQ†WKHILUVWMRLQWDFWLRQRQEHKDOIRIWKH\HQLQPRUHWKDQ
VL[ \HDUV†KDV DOVR KHOSHG WKH HTXLW\PDUNHWV LQ WKH UHJLRQ LQ UHFRXSLQJ VRPH RI WKHLU
UHFHQWORVVHVDVZHOODVGLVFRXUDJLQJWUDGHUVIURPWDNLQJVKRUWSRVLWLRQVLQ\HQ
7KHLQWHUYHQWLRQKDVFRPHDVDWHPSRUDU\UHSULHYH,QRUGHUWRFRPHRXWIURPWKLVFULVLV
WKHUH KDV WR EH D IXQGDPHQWDO VKLIW LQ -DSDQ




VORZ JURZWK DQG IDOOLQJ DVVHW SULFHV LQ UHFHQW \HDUV 5HVWUXFWXULQJ DQG UHIRUPLQJ WKH
EDQNLQJV\VWHPLVDSUHUHTXLVLWHRIDQ\UHVWRUDWLRQRIFRQILGHQFHLQWKH-DSDQHVHHFRQRP\









LV DOVR RQH RI WKH UHDVRQV WKDW IRUFHG :DVKLQJWRQ WR ILQDOO\ VRIWHQ LWV VWDQFH RQ MRLQW
LQWHUYHQWLRQ ZLWK WKH %DQN RI -DSDQ $ GHYDOXDWLRQ RI UHQPLQEL ZKLFK LV QRW IXOO\








V H[SRUW JURZWK PD\ VORZ GRZQ 2QH RPLQRXV VLJQ LV WKH PDUJLQDO
LQFUHDVHLQQHZH[SRUWFRQWUDFWVGXULQJWKHILUVWWKUHHPRQWKVRIWKLV\HDU7KHVHGRPHVWLF
FRQGLWLRQVDUHSXWWLQJSUHVVXUHRQ&KLQDWRGHYDOXHLWVFXUUHQF\
1RZ WKDW WKH \HQ KDV EHHQ WHPSRUDULO\ UHVFXHG WKH TXHVWLRQ IDFLQJ WKH LQWHUQDWLRQDO
ILQDQFLDOFRPPXQLW\LVZKHWKHU&KLQDZLOODFWXDOO\GHYDOXH-XGJLQJDOOSRVVLEOHRSWLRQV

DQG WKHLU FRQVHTXHQFHV LW DSSHDUV WKDW WKH &KLQHVH JRYHUQPHQW FRXOG JDLQ SROLWLFDO
PLOHDJHE\NHHSLQJWKHUHQPLQELVWDEOH&KLQDLVFXUUHQWO\ZDLWLQJRQDGHFLVLRQUHJDUGLQJ
LWVPHPEHUVKLSDSSOLFDWLRQ WR WKH:RUOG7UDGH2UJDQLVDWLRQ :72DVZHOO DV LWVPRVW
IDYRXUHG QDWLRQ VWDWXV LQ WKH 8QLWHG 6WDWHV %\ NHHSLQJ LWV FXUUHQF\ VWDEOH &KLQD FDQ
FRQYLQFH WKH ZRUOG WKDW LW LV D UHVSRQVLEOH WUDGLQJ QDWLRQ ZRUWK\ RI VSHHG\ :72
DGPLVVLRQ&KLQD FDQ JDLQ E\ VWLFNLQJ WR WKH FXUUHQW H[FKDQJH UDWH:KDWHYHU SDLQ LW LV
IHHOLQJQRZWKHFRQVHTXHQFHVRIFDYLQJLQZRXOGEHHYHQZRUVH
 0DFURHFRQRPLFSROLF\GHEDWH
,Q UHVSRQGLQJ WR WKH FULVLV WKH SROLF\PDNHUV LQ WKH DIIHFWHG FRXQWULHV KDYH WR
VLPXOWDQHRXVO\ VWLPXODWH WKH HFRQRP\ DV ZHOO DV VWDELOL]H WKH H[FKDQJH UDWH DQG SULFH
OHYHO’XULQJWKHLQLWLDOVWDJHIROORZLQJWKHFULVLVERWKPRQHWDU\DQGILVFDOSROLFLHVKDYH
EHHQ UHODWLYHO\ UHVWULFWLYH LQ SDUW EHFDXVH JURZWK IRUHFDVWV ZHUH WRR RSWLPLVWLF 7LJKW
PRQHWDU\SROLF\OHGWRKLJKLQWHUHVWUDWHVWKXVUHWDUGLQJWKHUHFRYHU\SURFHVV7LJKWILVFDO
SROLF\GLGQRWKHOSHLWKHU
3ROLF\PDNHUVKDYH VLQFH UHDOLVHG WKH DGYHUVH HIIHFW RI WKH WLJKW SROLFLHV DQG HDVHG WKHP
FRQVLGHUDEO\ )RU H[DPSOH DQWLFLSDWHG  ILVFDO GHILFLWV LQ WKH ,0) SURJUDPPH IRU
.RUHDKDVEHHQLQFUHDVHGIURPWKHHDUO\HVWLPDWHVRISHUFHQWRI*’3WRSHUFHQW ,Q
,QGRQHVLDDQRULJLQDOO\DQWLFLSDWHGILVFDOVXUSOXVRISHUFHQWRI*’3KDVEHHQUHYLVHGWR









6LQFH6HSWHPEHU0DOD\VLDKDVDGRSWHGVHYHUDO VZHHSLQJ FDSLWDO FRQWUROPHDVXUHV
8QGHUWKHVHPHDVXUHVFHQWUDOEDQNDSSURYDOLVUHTXLUHGWRFRQYHUW0DOD\VLDQULQJJLWLQWR
IRUHLJQ FXUUHQF\ DQG WUDQVDFWLRQV LQYROYLQJ IRUHLJQ FXUUHQF\ RU IRUHLJQ UHVLGHQWV DUH
JHQHUDOO\ UHVWULFWHG 7KH YDOXH RI WKH ULQJJLW KDV EHHQ IL[HG DW  WR WKH 86 GROODU







GRPHVWLF FXUUHQF\ DW WKH GHWHUPLQHG UDWH E\ WKH FHQWUDO EDQN7KLVPHDVXUHZRXOG KDYH
VRPH LPPHGLDWH EHQHILWV IRU LQVWDQFH LWZRXOG SURWHFW WKH GRPHVWLF HFRQRP\ IURP WKH
SUHVVXUHV RI WKH JOREDO ILQDQFLDO PDUNHWV ,W ZRXOG DOVR KHOS WR ORZHU LQWHUHVW UDWHV E\
VHJPHQWLQJ WKHPDUNHW DQG DW WKH VDPH WLPH SUHYHQW VXGGHQ FDSLWDO RXWIORZ HYHQ LI WKH
GRPHVWLF LQWHUHVW UDWHV IDOO EHORZZRUOG LQWHUHVW UDWHV7KH JRYHUQPHQWZRXOGEH DEOH WR
IROORZPRUHH[SDQVLRQDU\ ILVFDOSROLF\DQG LQWURGXFH UHIRUP LQDSUXGHQW DQGVHTXHQWLDO






VFDOHSDUWLFLSDWLRQE\ WKH IRUHLJQ LQYHVWRUV LQ WKH H[SRUW VHFWRUKDVEHHQFUHGLWHG IRU WKH
TXLFNUHFRYHU\RIWKH0H[LFDQHFRQRP\DIWHUWKHSHVRFULVLV%HFDXVHRIGLVUXSWLRQV
LQ WKHLU EDODQFH VKHHWV (DVW $VLDQ SURGXFHUV ZLWK YLDEOH SODQWV DUH H[SHULHQFLQJ JUHDW






7KLUG WKH FDSLWDO FRQWURO VWUDWHJ\ PD\ QRW ZRUN LI LW LV LQWURGXFHG SUHFLSLWRXVO\ DV
VROXWLRQVWRWKHFULVLV2QFHDFRXQWU\LVDOUHDG\LQDFULVLVOHDGLQJWRDUHYHUVDORIFDSLWDO
LQIORZV WKHUH FDQ EH OLWWOH JDLQ LQ FODPSLQJ GRZQ FRQWUROV DV LW ZRXOGPDNH HYHU\RQH
LQFOXGLQJORFDOLQYHVWRUVPRUHVNLWWLVKDQGQHUYRXVDERXWWKHHFRQRP\
VSURVSHFWV
6HYHUDO UHFHQW VWXGLHV KDYH VKRZQ WKDW IRUHLJQ GLUHFW LQYHVWPHQW IORZV KDYH UHPDLQHG
UHODWLYHO\ VWDEOH HYHQ LQ WKH SUHVHQFH RI UDWKHU HUUDWLF GHYHORSPHQWV RI SRUWIROLR IORZV
’RUQEXVFK  5DGHOHW DQG 6DFKV D ,Q WKLV FRQWH[W 6WLJOLW]  0RQWHV
 DQG:ROI  KDYH DGYRFDWHGPHDVXUHV WR GLVFRXUDJH VKRUWWHUP VSHFXODWLYH
SRUWIROLRWUDQVDFWLRQV7KH(DVW$VLDQFRXQWULHVZLWKDOUHDG\KLJKVDYLQJVUDWHVPD\QRW
EHQHILW IURP FRPSOHWH FDSLWDO DFFRXQW OLEHUDOL]DWLRQ DV VXFK OLEHUDOL]DWLRQ EHVLGHV
LQFUHDVLQJ H[FKDQJH UDWH YRODWLOLW\ IURP VKRUWWHUP FDSLWDO IORZ ZRXOG DOVR LQFUHDVH
OLTXLGLW\†DVLWXDWLRQKDUGO\GHVLUDEOHLQDQRYHUKHDWHGHFRQRP\%RWK%KDJZDWLD
E DQG 5RGULN  KDYH VXJJHVWHG WKDW WUDGH OLEHUDOL]DWLRQ UDWKHU WKDQ FDSLWDO
DFFRXQW OLEHUDOL]DWLRQPD\ EHPRUH EHQHILFLDO IRU WKHVH FRXQWULHV (YHQ WKH ,0) ZHOO
NQRZQIRULWVSUHIHUHQFHIRUFDSLWDODFFRXQWOLEHUDOL]DWLRQKDVFRQFHGHGWKDWWKHUHPD\EH
VRPH FDVHV RI GHVLUDEOH FDSLWDO FRQWUROV )LVFKHU &RXQWULHVZLWK IUDJLOH ILQDQFLDO
V\VWHPVPD\ILQG LWXVHIXO WR LPSRVHFRQWUROVRQVKRUWWHUPFDSLWDO LQIORZVRU WR LPSRVH















IURP ILQDQFLDO LQVWLWXWLRQV EXW UHQHJHV RQ SURPLVH ,0) FKLHI SURFODLPV
WKDWKHVHHVQRUHDVRQIRUWKLVFULVLVWRGHYHORSDQ\IXUWKHU




-XQH )LQDQFH 0LQLVWHU $PQXD\ 9LUDYDQ VWDXQFKO\ DJDLQVW GHYDOXLQJ EDKW




-XQH %DQN RI 7KDLODQG VXVSHQGV RSHUDWLRQ RI VL[WHHQ FDVKVWUDSSHG ILQDQFH
FRPSDQLHVLQFOXGLQJ)LQDQFH2QH7KHVHFRPSDQLHVDUHRUGHUHGWRVXEPLW
WRPHUJHURUFRQVROLGDWLRQSODQV





JRYHUQPHQW VSHQGLQJ DQG VXJJHVWV WKH FRXQWU\ VKRXOG FRQVLGHU DQ ,0)
ORDQ
-XO\ 7KDLODQGFDOOVLQWKH,0)




















’HFHPEHU )LIW\VL[ RI WKH  ILQDQFH FRPSDQLHV SHUPDQHQWO\ VKXW ,0) GLVEXUVHV
86PLOOLRQORDQ

0DUFK 7KH ,0) DSSURYHV D UHOHDVH RI WKH WKLUG WUDQFKH RI WKH VXSSRUW SDFNDJH
ZRUWK86PLOOLRQ DQG FRPPHQGV WKH7KDL DXWKRULWLHV IRU UHVROXWHO\
LPSOHPHQWLQJ WKH HFRQRPLF SURJUDPPH 7KH EDKW DQG HTXLW\ SULFHV








-XO\ 7KH ,QGRQHVLDQ UXSLDK VWDUWV WR EH DIIHFWHG E\ WKH IORDWLQJ RI 7KDL EDKW
%DQNRI,QGRQHVLDZLGHQVWKHWUDGLQJEDQGRIUXSLDKIURPWRSHUFHQW
$XJXVW 7KHUXSLDKEHJLQVWRFRPHXQGHUVHYHUHSUHVVXUHDQGKLWVDKLVWRULFORZRI
 DJDLQVW WKH GROODU EHIRUH HQGLQJ DW %DQN ,QGRQHVLD DFWLYHO\
LQWHUYHQHVLQLWVGHIHQFH
$XJXVW 7KH V\VWHP WR PDQDJH WKH H[FKDQJH UDWH WKURXJK WKH XVH RI D EDQG LV
DEROLVKHG DQG WKH UXSLDK LV DOORZHG WR IORDW 7KH %DQN RI ,QGRQHVLD
DWWHPSWVWRPRSXSOLTXLGLW\E\UDLVLQJLQWHUHVWUDWHV
6HSWHPEHU 7KH UXSLDK FRPHV XQGHU SUHVVXUH DQG VWRFN H[FKDQJH VWDUWV WR VOLGH
*RYHUQPHQWIUHH]HVLQIUDVWUXFWXUHSURMHFWVDQGXQYHLOVEDQNLQJUHIRUP












’HFHPEHU 5HSRUWV WKDW 3UHVLGHQW 6XKDUWR LV JUDYHO\ LOO VHQGV WKH UXSLDK LQWR D WDLO
VSLQLQWKHIRUHLJQH[FKDQJHPDUNHW












-DQXDU\ 7KH JRYHUQPHQW SUHVHQWV D UHYLVHG EXGJHW FORVHO\ WUDFNLQJ
UHFRPPHQGDWLRQV E\ WKH ,0) 7KH EXGJHW H[SHFWV ]HUR JURZWK LQ ILVFDO
\HDUDQ LQIODWLRQUDWHRISHUFHQWDQGDQDYHUDJH UXSLDK UDWHRI
WRWKHGROODU7KHUXSLDKHQGVWKHGD\DWWRWKHGROODU








0DUFK ,QWHUHVW UDWHV DUH VKDUSO\ UDLVHG WR FRQWURO ULVLQJ LQIODWLRQ DQG ERRVW WKH
UXSLDK7KHJRYHUQPHQWDOVRGURSVDSODQWROHY\SHUFHQWWD[RQIRUHLJQ
H[FKDQJHSXUFKDVH7KHUXSLDKJDLQV
0D\ 6XEVLGLHV RQ VHYHUDO HVVHQWLDO FRQVXPHU LWHPV DUH OLIWHG OHDGLQJ WR
LPPHGLDWHSURWHVWDFURVVWKHFRXQWU\
0D\ 6WXGHQWYLROHQFHHUXSWV LQFDPSXVHV DQGVSUHDGV WKURXJKRXW WKHFRXQWU\
&DOOVIRU6XKDUWRWRUHVLJQ
0D\ 6XKDUWRUHVLJQVDV3UHVLGHQW%-+DELELHVZRUQLQDVQHZ3UHVLGHQW









0DUFK %DQN 1HJDUD 0DOD\VLD
V FHQWUDO EDQN UHVWULFWV ORDQV WR SURSHUW\ DQG
VWRFNVWRKHDGRIIDFULVLV




-XO\ 7KHULQJJLWKLWVD WKUHH\HDU ORZRI WR WKHGROODU0DOD\VLDQ3ULPH
0LQLVWHU 0DKDWKLU 0RKDPPHG ODXQFKHV D ELWWHU DWWDFN DJDLQVW
VSHFXODWRUV
$XJXVW 3ULPH0LQLVWHUEODPHV86 ILQDQFLHU*HRUJH6RURV IRU OHDGLQJ WKH DWWDFN
RQ(DVW$VLDQFXUUHQFLHV
$XJXVW 7KHJRYHUQPHQWUHVWULFWVWUDGLQJLQWKHVWRFNPDUNHW
6HSWHPEHU 7KH ULQJJLW EUHDNV WKURXJK  WR WKH GROODU EDUULHU *RYHUQPHQW
DQQRXQFHVGHOD\RIVHYHUDOLQIUDVWUXFWXUHSURMHFWVLQFOXGLQJ%DNXP’DP
6HSWHPEHU *RYHUQPHQW UHYHUVHV PRVW UHVWULFWLRQ RQ VWRFN PDUNHW WUDGLQJ DQG
DQQRXQFHVD0ELOOLRQSXEOLFIXQGWRSURSXSWKHVDJJLQJVWRFNPDUNHW
2FWREHU 0DKDWKLU0RKDPPHG UHSHDWV KLV FDOO IRU D WLJKWHU UHJXODWLRQ RQ IRUHLJQ
H[FKDQJH WUDGLQJ 7KH ULQJJLW LPPHGLDWHO\ IDOOV  SHU FHQW WR D ORZ RI
WRWKHGROODU





V HFRQRPLF SOLJKW VHQGV PRVW RI WKH UHJLRQ
V FXUUHQFLHV
LQFOXGLQJULQJJLWWRDOOWLPHORZVDJDLQVWWKHGROODU








$XJXVW 6WRFNPDUNHW IDOOV  SHU FHQW RQ FXUUHQF\ IHDUV2YHUQLJKW LQWHUHVW UDWHV
ULVHIURPSHUFHQWWRQHDUO\SHUFHQW




IHDUV RYHU LQWHUHVW UDWH DQG SUHVVXUHV RQ WKH +RQJ .RQJ GROODU 2WKHU
$VLDQPDUNHWVDOVRSOXQJH
2FWREHU 0RRG\
V WKH 86 FUHGLW UDWLQJ DJHQF\ GRZQJUDGHV RXWORRN IRU +RQJ
.RQJ
VEDQNLQJVHFWRU6KDUHVIDOODOPRVWSHUFHQW








-DQXDU\ ,QWHUHVW UDWHV UDLVHG DIWHU ZHHN RI LQWHQVH SUHVVXUH RQ FXUUHQF\ 6WRFN
PDUNHWIDOOVSHUFHQWLQDZHHN












-XO\ 7KHFHQWUDOEDQNUDLVHVWKHRYHUQLJKW OHQGLQJUDWHIURPSHUFHQW WR
SHUFHQW
-XO\ 7KH FHQWUDO EDQN GHFLGHV WR DOORZ WKH SHVR WR PRYH LQ D ZLGHU UDQJH
DJDLQVW WKH GROODU 7KH ,0) EDFNV WKHPRYH DQG LQLWLDWHV WKH SURFHVV WR


















2FWREHU .RUHD QDWLRQDOL]HV .LD DIWHU EDQNV UHIXVH WR SURYLGH DGGLWLRQDO ORDQV
6WDQGDUG DQG 3RRU
V UDWLQJ DJHQF\ LPPHGLDWHO\ GRZQJUDGHV .RUHD
V
VRYHUHLJQUDWLQJ




















1RYHPEHU 7KH 1DWLRQDO $VVHPEO\ IDLOV WR SDVV WKH ILQDQFLDO UHIRUP SDFNDJH ,W
LQGLFDWHVWKDWWKH,0)PD\EHUHTXLUHGWREDLORXW.RUHD7KHXQFHUWDLQW\
VXUURXQGLQJ.RUHDSUHVVXUHVDOOUHJLRQDOFXUUHQFLHV
1RYHPEHU .RUHD SURSRVHV D ILQDQFLDO VWDELOL]DWLRQ SDFNDJH WR UHVWRUH RYHUVHDV
FRQILGHQFH.RUHD
VFXUUHQF\WXUPRLOVWDUWVDIIHFWLQJRWKHUFRXQWULHV
1RYHPEHU 7KHZRQ IDOOV  SHU FHQW LQ YDOXH D GD\ DIWHU WKH FRXQWU\ XQYHLOHG DQ
HPHUJHQF\ EDLORXW 0RVW UHJLRQDO FXUUHQFLHV IDOO VKDUSO\ IROORZLQJ WKH
GHFOLQHLQWKHYDOXHRIWKHZRQ








UDWLQJ IURP DQ $$ WR DQ $ 7KH DJHQF\ DOVR LVVXHV D 
FUHGLW ZDWFK
QHJDWLYH
 GHVLJQDWLRQ IRU .RUHD PHDQLQJ FXUUHQW HYHQWV FRXOG KDYH D
QHJDWLYH ILVFDO HIIHFW DQG UHVXOW LQ DQRWKHU GRZQJUDGH 7KH DJHQF\ DOVR
ORZHUHG WKH FRXQWU\











SUHYLRXVO\ WKRXJKW .RUHDQ VWRFNV IDOO DERXW ILYH SHU FHQW DPLG KHDY\





’HFHPEHU 7KH JRYHUQPHQW XQYHLOV D SDFNDJH RI VWHSV WR VWDELOL]H LWV IDOWHULQJ
ILQDQFLDO V\VWHP 7KH PDUNHW
V UHVSRQVH LV OXNHZDUP $Q ,0) UHSRUW
UHYHDOVWKHFHQWUDOEDQN
VIRUHLJQH[FKDQJHUHVHUYHWREHYHU\ORZ
’HFHPEHU 7KH YDOXH RI WKH ZRQ FRQWLQXHV WR SOXQJH 7KH VWRFN PDUNHW VOXPSV
DQRWKHU VL[ SHU FHQW5LSSOHV IURP6RXWK.RUHD
V HFRQRPLF FULVLV VSUHDG
WKURXJKRXW WKH UHJLRQ DV $VLDQ VWRFN PDUNHWV IDOO IURP WKH FRQWDJLRQ
HIIHFW
’HFHPEHU .LP ’DH-XQJ D FULWLF RI WKH ,0) SURJUDPPH LV HOHFWHG DV .RUHD
V
3UHVLGHQWUHSODFLQJ.LP<RXQJ6DP
’HFHPEHU 7KH FXUUHQF\ SOXQJHV DQG.RUHD











VVRYHUHLJQ ULVNUDWLQJ LVXSJUDGHGE\ WKH
PDMRU UDWLQJ DJHQFLHV DQG WKH ZRQ UHFRYHUV VXEVWDQWLDOO\ WKURXJK PLG
0DUFK
)HEUXDU\ .RUHD DJUHHV WR WKLUG ,0) SURJUDPPH *’3 JURZWK SURMHFWLRQV DUH
ORZHUHGWRSHUFHQW,0)GLVEXUVHV86ELOOLRQ






(DUO\0D\ -DSDQHVHRIILFLDOV FRQFHUQHGDERXW WKHGHFOLQHRI WKH \HQKLQW WKDW WKH\
PLJKW UDLVH LQWHUHVW UDWHV$OWKRXJK UDWHV GLG QRW FKDQJH LW SURYLGHV WKH
LQLWLDOVLJQVRIWKH$VLDQFULVLV7KH-DSDQHVHWKUHDWVKLIWVWKHGHFLVLRQVRI
JOREDO LQYHVWRUV ZKR LPPHGLDWHO\ EHJLQ WR VHOO 6RXWKHDVW $VLDQ
FXUUHQFLHVVHWWLQJRIIDGRZQZDUGWUHQGLQERWKWKHIRUHLJQH[FKDQJHDQG
WKHVWRFNPDUNHWV







1RYHPEHU 7KH 1LNNHL LQGH[ FRQWLQXHV WR IDOO DPLG ULVLQJ FRQFHUQV DERXW -DSDQ
V
ILQDQFLDOKHDOWK
1RYHPEHU +RNNDLGR7DNXVKRNX WKH WK ODUJHVW EDQN FROODSVHV GXH WR EDG ORDQV
7KLVLVWKHILUVWEDQNFORVXUHVLQFH
1RYHPEHU 7KH VWRFN LQGH[ IDOOV E\  SHU FHQW WKH ELJJHVW SRLQW GURS LQ 
,QYHVWRUVEODPHZHDNEDQNVKDUHVIRUWKHGURSLQVWRFNSULFH





1RYHPEHU 1LNNHL VWRFN LQGH[ IDOOV PRUH WKDQ  SHU FHQW 7KH \HQ WXPEOHV WR LWV
ORZHVWOHYHODJDLQVWWKHGROODULQPRUHWKDQILYH\HDUV
1RYHPEHU 7RNX\R&LW\%DQNDVPDOOUHJLRQDOEDQNFROODSVHV5XPRXUVRIGXELRXV
GHDOV DQGPRUH EDQN DQG EURNHUDJH ILUP IDLOXUHV VSDUN KHDY\ VHOOLQJ RI









EXW WKH -DSDQHVHPDUNHW IDOOV RQ FRQFHUQV RYHU LWV RZQ IUDJLOH ILQDQFLDO
V\VWHP
’HFHPEHU 2YHUDOO FRQFHUQ DERXW GRPHVWLF JURZWK FRQWLQXHV WR SUHVVXUH WKH VWRFN
PDUNHWGHVSLWHZRUGVRIDQLPPLQHQWVWDELOLVDWLRQSURSRVDOIURPWKHUXOLQJ
SDUW\ODWHULQWKHZHHN
’HFHPEHU 3URSRVDOV IRU DERXW 86 ELOOLRQ ERQG SDFNDJH DSSURYHG %XW IDLOV WR
LPSUHVVWKHILQDQFLDOPDUNHW
’HFHPEHU 3ULPH 0LQLVWHU +DVKLPRWR VXUSULVHV WKH PDUNHW ZLWK VLJQLILFDQW FXWV LQ
LQFRPHDQGRWKHUWD[HV0DUNHWVUDOO\DQGWKHQZHDNHQ7KH%DQNRI-DSDQ
LQWHUYHQHVDIWHUWKH\HQIDOOVWRDJDLQVWWKHGROODU














$OED 3$%KDWWDFKDU\D 6&ODHVVHQV 6*KRVK DQG /+HUQDQGH]  
9RODWLOLW\









%URZQH / 5+HOOHUVWHLQ DQG - /LWWOH  





7KH(DVW$VLDQ ILQDQFLDO FULVLV DQ DQDO\WLFDO VXUYH\
 ,&(,:RUNLQJ
3DSHU2FWREHU
&DOYR * DQG 0 *ROGVWHLQ  
&ULVLV SUHYHQWLRQ DQG FULVLV PDQDJHPHQW DIWHU
0H[LFR




$UH ILQDQFLDO VHFWRUZHDNQHVVHVXQGHUPLQLQJ WKH
(DVW $VLDQ PLUDFOH"
 ’LUHFWLRQV LQ ’HYHORSPHQW 6HSWHPEHU :DVKLQJWRQ ’& :RUOG
%DQN
&RUVHWWL * 3 3HVHQWL DQG 1 5RXELQL  


















)UDQNHO - DQG $ 5RVH  












*ULIILWK-RQHV 6  
&DXVHV DQG OHVVRQV RI WKH0H[LFDQ SHVR FULVLV
818:,’(5
:RUNLQJ3DSHUV1R+HOVLQNL818:,’(5
*ULIILWK-RQHV 6  







,QWHUQDWLRQDO 0RQHWDU\ )XQG  ,QWHUQDWLRQDO &DSLWDO 0DUNHWV ’HYHORSPHQWV
3URVSHFWVDQG3ROLF\,VVXHV’)RONHUWV/DQGDXDQG7,WRHGV:DVKLQJWRQ’&,0)




,VODP $  











.UXJPDQ 3 D 
:LOO$VLD ERXQFH EDFN"








/HLS]LJHU ’ DQG 9 7KRPDV  




/LX / 0 1RODQG 6 5RELQVRQ DQG = :DQJ  
$VLDQ FRPSHWLWLYHQHVV
GHYDOXDWLRQV








0RUHQR 5  
5HVSRQGLQJ WR $VLD
V FULVHV
 (FRQRPLF /HWWHU 1R – 6DQ
)UDQFLVFR)HGHUDO5HVHUYH%DQNRI6DQ)UDQFLVFR
1DVXWLRQ $  
7KH EDQNLQJ V\VWHP DQG PRQHWDU\ DJJUHJDWHV IROORZLQJ ILQDQFLDO
VHFWRU UHIRUPV OHVVRQV IURP ,QGRQHVLD









3DUN < &  
(DVW $VLDQ OLEHUDOL]DWLRQ EXEEOHV DQG WKH FKDOOHQJHV IURP &KLQD

%URRNLQJV3DSHUVRQ(FRQRPLF$FWLYLW\1R
5DGHOHW 6 DQG - 6DFKV D 
7KH RQVHW RI WKH (DVW $VLDQ ILQDQFLDO FULVLV
 PLPHR
0DUFK&DPEULGJH0$+DUYDUG,QVWLWXWHIRU,QWHUQDWLRQDO’HYHORSPHQW
5DGHOHW 6 DQG - 6DFKV E 
7KH (DVW $VLDQ ILQDQFLDO FULVLV GLDJQRVLV UHPHGLHV
SURVSHFWV
PLPHR0D\&DPEULGJH0$+DUYDUG,QVWLWXWHIRU,QWHUQDWLRQDO’HYHORSPHQW
5DPRV 5  
$VLDQ EDQNV DW ULVN VROLGLW\ IUDJLOLW\
%DQNLQJ 5HVHDUFK *ROGPDQ
6DFKV6HSWHPEHU
5HLVHQ +  








:KRQHHGV FDSLWDO DFFRXQW FRQYHUWLELOLW\"
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